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Foreward 


The decision use for reporting the proceedings 
National Conference Milwaukee was made after much discussion. The digests the 
talks obviously not full justice the speeches and would have been 
desirable record the complete texts. 

list the subjects discussed and the speakers follows. Each talk has 
given key number which corresponds the pages this report, thus making 
readily possible locate any 

The summaries are assembled three sections; the first covering the Wednesday 
sessions, the second the Thursday meetings and the third the talks Friday. 

For many the discussions, arrangements can made for those 


interested with the complete text the principle talk. 
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Marketing--Dynamic Force Our Economy 


Elwood Whitney 


You can heroes because everyone you marketing man has some- 
thing contribute: the ways and means selling more products. You are experts 
area which American business today badly need help. 

Business looking for that help. More and more industry leaders every day 
are realizing that without full use the marketing function they cannot hope 
successful business enterprise. 

They're facing hard fact: they may not have started out marketing men, 
but they'd better learn marketing men add competent marketing men their 
staffs. And they'd better start running their businesses along sound marketing 
principles. they don't, they won't business very long. 

Other solutions have been tried and most have failed. Businessmen have found, 
for example, that specialization isn't the answer. One executive states, "For every 
problem have, must use different staff man, and unfortunately, can get from 
each staff man only his specialized slant the problem. What need staff 
man who can help the wide variety problems have department." 

What meant that needed someone with real understanding all phases 
business someone who could what this expert knows and what that expert 
knows and draw conclusion that would help improve his business. was speaking, 
short, about new kind guy the creative marketing man. 

There has been tremendous new emphasis the importance the marketing 
function. springs from the great changes that have taken place the market 
itself recent years. And even greater extent, due the signs see 
the greater changes still come. Reports indicate... 

Population zooming estimated ten twelve million the next five years 
more jobs needed, more housing, schools, roads and public utilities; 

labor force better than million 1960, working 


week, with more leisure time, more money spend, and insatiable 


appetite for industry's goods and services; 


Billions dollars more spent for food, clothing, transportation, recre. 
ation, medical care and insurance. 


This greatly expanded economy spells opportunity, challenge and special new 


problems for American business. Answers how reach this new market will have 
found and found quickly. would fine had five years, even 
one year get ready. But don't. Many these problems are already with 
and some them are known malignant. 

American industry today playing for the highest stakes its history. 


Corporate profits are all-time high. But the same time there are increased 
pressures business for still greater profits pressures from stockholders, 
labor, from rising costs doing business, and from high taxes the fedsral, state 
and local levels. 
The solution, economists agree, can found only increased sales. But the 
problem increasing sales complicated the fact that today there are third 
more companies competition than there were 1946. There are 10-thousand trade- 
marked items competing for the consumer's attention and dollar. 
Competition not only greater it's different. And frequently comes 
places least expect it. have seen trend toward diversification everybody 
getting everybody else's business. This has brought the scene new kind 


competitor, completely equipped with production facilities, sales organizations and 


huge financial resources. 
Every company, every business, every industry today and more tomorrow 
must prepared meet new, well-equipped competitors with greater freedom 
compete. 
But there's great deal more the problem than that. Our customers have 
changed, too qualitatively well quantitatively. There's more emphasis 


the relaxed, informal type life. Shopping habits are different the trend Wor 


suburban shopping centers, for example. 
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Our political, social and economic beliefs have changed. Old 


attitudes and methods will not solve the complex merchandising problems these con- 
ditions have created. 

the creative marketing man real service business, must 
reevaluate his techniques. must find ways doing the job quicker, better and 
surer. must meet the special problems each the marketing fields 
research, product design, pricing, distribution, packaging, advertising, 
merchandising, sales promotion, trade and public relations. one can afford 
enter today's market with product that fails measure performance 
consumer acceptance competitive products. 

With break-even points getting higher and higher, business cannot any longer 
afford costly mistakes. the marketer's number one headache developing newer 
and better methods pre-testing reactions products and their re- 
sponses particular sales appeals. 

also part the marketer's job counsel business whether products 
are properly priced gain consumer acceptance competitive market. Price 
factor value. product will sell priced either too high too 
low. 

And then the thorny problem distribution. There are more than 
enough headaches around here, too. The wrong choice channel dis- 
tribution the marketing man can saddle product with disadvantages from which 
never recover. distribution too costly, the extra investment must 
reflected the price the consumer asked pay. And the consumer sometimes 
won't pay for it. 

All have seen one time other competitive products the 
shelf with price difference several cents. Distribution costs may 
account for the spread. But the quality both products the same, any 


wonder that eventually the cheaper brand captures the market? 


This same factor high distribution costs also accounts many instances 
for the success private labels competition with national brands. Because his 
costs are high, the national brand manufacturer forced set his retail price 
correspondingly high. thus sets price umbrella which the private, chain 
store brands are happy come under. the marketing man worth his hire, 
look long and hard distribution. 

These are few the problems marketing men must face and some have cited 
the prescriptions that have been developed meet particular situations. They lead 
four cardinal principles which must guide the marketing man his new role 
the good right hand business: 

whether advertising research package design, can exist vacuum 
expected carry the sales load alone. Each fills its own important function 
the marketing program. 

program must flexible. cannot operate "according the 
book." Marketing strategy must adapted individual sales problems. Last 
year's successful program can this year's biggest flop. 

program must dynamic. can't stand still. must have 
new ideas, fresh thinking, and constant search for newer and better techniques 
help business better job. 

program must measurable. must able demonstrate its 
value with the pre-testing and post-testing techniques now available us. And 
those areas where measuring techniques exist, they must developed. 

Seriously consider end slide-rule specialization marketing and 


higher degree creative thinking the marketing field. Let's not have just 


research men advertising experts distribution wizards. Let's develop market- 


ing men the fullest, most meaningful interpretation the word. You'll 


doing business favor business will never able repay. 
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Families, 1960 Variety 


Arthur Rosenbaum 


The study population changes has, recent years, become indispensable 
part the analysis markettrends and market projections. Already we've 
surpassed the population figure forecast for 1960 and the increase for this present 
decade should exceed million, 

There has been definite shifting population both from East West and 
from rural urban. Also, tremendous novement the suburbs taking 
This now provides the population and sheuld even greater 1960 along with 
increased urban population whole, The suburban movement has influenced the 
suburban shopping centers, the need for automobile ownership, the 
greater interest home improvement and probably the trend having larger families, 
mention The larger families have, turn, produced immediate need for 
larger homes, products for infants, children and teenagers. 

For product service aimed specific age group, the baby crop the 
1940's will have continuing important effect. The elementary schools are experi- 
encing now, and 1960 will the high schools, The textile industry will 
profit more, costs more clothe older 

The age group over years has increased and will continue grow. 1960 
number nearly million, Their needs are considerably different than 
ordinary Some require medical aid and supervision. Nursing homes, various 
specialized geriatric services, hearing aids, wheel chairs and other catering 
products will enjoy rapid growth The trend now that these older 
people not work long before, both because better retirement plans, 
lessening opportunity rural communities, and more complicated jobs industry. 

the other end the age bracket, longer formal education duration cutting 


the labor replace these the women are doing more the work, Both 
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these have influenced the need for labor-saving methods and devices. 

Demand for housing, home furnishings and appliances, automobiles, utilities, 
magazines and many other products and services more closely tied with the 
changing number families households than with the trend the population 
Since 1950, the relative gain the number households compared 
population gain has declined. result, likely will see relative 
strengthening nondurable goods relation durable goods. Also, for this 
reason, migration, the need for larger homes, and replacement sub-standard 
take added significance residential building prospects. 

One the fundamental factors affecting consumer markets the rising standard 
living. The key this long term rise the rise productivity along with 
higher real wages and lower real 

The common assumption economic projections for 1960 for continued 
increase output per man-hour primarily due research, expenditures which 
have reached one billion dollars year. This will have its maximum effect the 
next few years. This increased output has not only resulted more material 
production but also more free time for the worker. Increased leisure great 
boon resorts, producers products for improving the home, and general 
cultural maturity. 

There magic long range projections numbers people. insure 
high economic level, must strive for political-economic climate that creates 


incentive for investment, constant striving for new products, and improvement 


distribution. the same time, there must favorable 


Homes for Tomorrow 


Arthur Sworn Goldman 


According Mr. Goldman, current views new construction are represented 
two opposing schools thought: 

Those who regard the present mortgage debt $75 billion plus excessive and 

Those who regard the present annual rate million new housing mortgages 
being even keel, 

The case for overbuilding represented being excess supply over 
demand, demand being represented current ann new household formations 
about 600,000. was pointed out, however, Mr. Goldman that the Census Bureau 
itself, releasing these figures, warns that annual basis, the changes they 
report may considerable 

addition the strong possibility misinformation provided the basic 
figures, also extremely misleading compare today's mortgage debt with that 
the 30's. The reason for this that decade two ago second and 
even third the same piece property were readily available. Today 
such financing practically 

addition the formation new households, other factors not readily 
apparent from population should taken into account any appraisal 
the demand for housing. These include: rapid industrialization the South and 
West, the trend toward larger families, maintenance large number non-family 
households, movement out immediate post-war shabby conversion units, increasing 
numbers families middle and higher income groups, and the psychological factor 


desire for better living 


revolution the home building industry has also tended encourage the 
demand, Two points particular serve emphasize this trend. First, the rise 


the merchant builder with accompanying"production Today the builder 


can put ten houses for the same capital formerly required put three houses, 
Secondly, inclusion Title FHA financing arrangements. 

check list tomorrows housing needs would include the following: 

more space, 

greater ease running, 

lower maintenance costs, 

better cooperation, 

cooler summer and warmer winter, 
better integration building and land, 
more areas, 

more sheltered space for outdoor living, 
better use landscaping materials, 

more labor-saving appliances the kitchen, 
adequate wiring for increased number electrical appliances, 
and application construction economies. 

1960, Mr. Goldman estimates the annual increase new housing about 
1,200,000 units. addition that, estimated that about 500,000 homes per 
year will undergo major modernization. expected that growing trend toward 
one-stop modernization stores and increased utilization open-end mortgages 


should serve stimulate modernization activity. 
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Food for Tomorrow 


There genuine scarcity reliable information and opinion concerning this 
topic but are able draw some conclusions considering future needs, current 
changes the food marketing system and innovations that are the making today. 

Most studies generally agree that have the productive capacity supply 
sufficient food for our needs 1975. Over the past years improvements 
and marketing technology have reduced our per capita requirements for 
facilities terms land and labor. example, 1920, each worker 
farms could supply himself and about seven others with food and fiber. 1955, 
each farm worker could supply his own needs plus that others. The same 
dramatic decreases land requirements needed feed person could cited. 

The research industry, the land grant colleges, and the Department Agriculture 
have assisted and will continue assist making our production and distribution 
more efficient. 

Quoting Rex Daly the Agriculture Marketing Service, 
concluded that given 210 million population 1975, total domestic for 
farm products will increase about 45% from the 1951-53 average. Daly, arriving 
these conclusions, assumes small increase per capita food consumption, 
export market holding around levels recent years and increase per capita 
real income about two-thirds over the 1951-53 level. also points out that 
the two most important factors our demand for food the next two decades will 
the rate growth population and increases per capita income. 

Both Daly and report John Black and Arthur Maass Harvard 
conclude that 33% the odd percent increase total output can met 
further increases per acre productivity. 

Further increases per capita consumption meats, poultry products, and 


fruits and vegetables are expected. the other hand, per capita use wheat, 


potatoes, dry beans and peas likely decline continuing past trends. 

our distribution system, undoubtedly one high order 
development and because completely product private enterprise, the 
entrepreneur has almost universally been anxious find new ways reducing his 
costs, improving his products for the purpose getting edge over his competitor, 
and maximize profits. This the basic reason why innovations our system are 
accepted, adopted and become common-place relatively short periods time. 
Classic examples this include the revolution frozen concentrated orange juice 
and fresh bottled cartoned orange juice. Also undergoing significant development 
are the use antibiotics feeds for hogs, improved packaging, and self-service 
meats. 

The imminence change our products places the burden upon marketing 
research. Not only need assist making decisions toward accepting 
rejecting new products and new processes our firms, but also must keep 
mind the direction which the consumer wants terms new products, new 
services and new facilities. Research will invaluable assisting this 


transition. 
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Marketeers 1900 


Arthur Weimer 

Current trends indicate that there are great long term growth prospects 
economy. Estimates indicate that the output per man-hour will rise from $2.82 (1953) 
$4.30 1970 and that the output the economy may high 614 billion 
dollars. This would mean 40% increase consumption expenditures. 1970, 
people will have great many the things that they want and some the items 
considered luxuries now will common-place. The nation will become more dependent 
industrial technology, with the production handled automation and atomic energy. 
There will also more chemical processing raw materials. 

estimated that 1960 our gross national product will 450 billion 
dollars. The economic advances causing this increase will have large effect 
the area marketing. People who have everything they need are hesitant buy 
more, the automation will result relatively greater increase 
the number people involved distribution compared with those the produc- 
tion phase. 

improved technilogical processes are relatively greater percentage 
the costs making goods and will charged distribution. 
Because people will have more leisure they will able shop more for bar- 
gains which will cause conditions intense This means that 
there will increasing emphasis efficiency the marketing process. 

Estimates there will more marketers 1960. There will 
25% more students business and currently the schools' enroll- 
ments represent marketing majors. 1960 normal year there will great. 
for those the marketing field and will challange both 
the educational system and industry provide adequate educational opportunities. 
The stress the school programs will such fields management, finance and 
business conditions. successful the marketing field person will probably 
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competitive economy, knowledge finance, understanding the economic 
forces work and ability analyze current business conditions will all 
required part the marketer's equipment. Because the expansion the field 
there will necessarily more specialization. This means that cope with the 
complex problems that will confront those responsible positions, greater breadth 
training will needed. Problems location are becoming increasingly important 
especially with the entrance atomic power and the marketer going need 
familiar with this specialized field else will need call someone else 
consultant. 

International trade also likely rapidly developing field and although 
difficult estimate its importance there strong chance that the marketer 
will need know more about this specialized field than does now. 

Because new approaches will needed for the marketing both present and 
future products, the Schools Business are going have devote more time 
types studies that will stimulate the students' imagination, and hope that this 
will increase their capacity for innovation. 

summary, current trends development suggest that the American economy will 
expand and grow more competitive the years ahead. Relatively more people will 
engaged the field distribution than production activities future years. 
The general level prosperity the people will tend rise and 
does the problems marketing will become more difficult. The training necessary 
achieve success the marketing field will require increased study the areas 
management, finance and business conditions. The specialist may used 
greater extent suggested the problems location. the economy grows 
more dynamic and competitive the capacity innovate will grow more important and 


will become essential characteristic the successful marketer the future. 
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Basic Industrial Shifts Growth 


Ladabouche 


The population the United States shifting gradually westward and slightly 
the south rate miles per year. The center now Richland County 
Illinois, but should reach the vicinity St. Louis 1990. 

The shift the center the steel industry corresponds with that the pop- 
ulation except for 250 mile lag due early westward movement.and industry fol- 
lowing slower pace. This means the center the steel industry Ohio 
the center industry, and these centers are moving westward rate 
miles per year. 

the last years the Southwest has made the largest non-agricultural and 
manufacturing employment gains. the distribution manufacturing employ- 
ment still remains where was great extent. This the Northeast portion 


the United States. 


the period 1929 1952 there have been some significant changes. 


1929 1952 
Value added billion $108.5 billion 
Number manufacturing establishments. 206,000 267 000 
Production 8.4 million 12.6 million 
POPULATION. 121.7 million 155.7 million 


These figures reveal that individual plants are now 28% larger and the plants are 
more complicated run. 1929, 13% the employment was overhead whereas now 
the figure 21%. The average plant increase value added 125%. The plants 
per 1000 persons figure decreasing only slightly but the average production per 
worker has increased 135%. 

The consumer products and the people who buy them are the real key marketing 
1965 the population expected some million which 


18% increase. Also 1965, the following changes are expected. 


ill 


1953 1965 Increase 


households million million 
personable income $250 billion 380 billion 
personal savings $20 billion billion 
consumer expenditures $230 billion 357 billion 
durable goods expenditure $29.7 billion billion 

non-durable expenditure $118.9 billion 185 billion 
labor force million million 
unemployment 1.5 million million -10 


The plant and equipment expenditures are expected twice the 1950 expendi- 
tures, increase from billion $60 billion. Think market that will 
twice large your market 1950. 

The gross national product estimated level $179 billion greater than 
the present GNP which represents increase the next ten twelve years greater 
than the whole GNP 1929. 

conclusion, the shift market potential changing very slowly, but 
certain regions there material change. your product sold all industry 
you should watch Texas and California growth markets. your products ser- 
vices are primarily sold manufacturing plants the growth markets that should 
followed are California, Ohio, Michigan and Indiana. should stated that 
there are changes but they should not overemphasized. The present markets will 
also grow and still represent the greatest potential. 

The growth, however, bears closer watching. The 1965 estimates growth 


shows material increases market potential. Tomorrow offers magnificent oppor- 


tunity those persons who are planning for today. 
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Impact Nuclear Power the Future 
John Flaherty 


There are several factors that are frequently put forward advantages that 


nuclear power enjoys when compared the conventional fossil fuels such coal. 
gas. One the first these advantages the compact nature the 
fuel itself. The frequently discussed advantage uranium fuel its cost. 
pound refined uranium ore costs the neighborhood $20.00, 1500 tons 
coal something like $10,000. one therefore considers raw fuel costs alone, 
uranium enjoys several hundred-fold advantage over coal other fossil fuels. 
Turning the more sobering facts, must recognized that are long 
way from solving all the problems that must met before nuclear power plants 
can even approach economic competitive situation with the traditional fossil 
fuel plant. 

The scientists have done their part the job well. They have shown that 
feasible build plants which will produce electrical energy from nuclear fuels 
reliable basis. The remaining job cutting costs point that the plant 
can compete economically one that engineers have yet accomplish. Currently 
the capital costs nuclear power plants run two and three times the cost 
conventional fossil fuel plants. 

Our area attack quite small. are dealing with only percent 
total electric plant investment and even our uranium fuel were free, would 
not result spectacular reduction total operating costs. Nuclear power, 
then, cannot expected usher era immense plenty through very cheap 
electrical energy. Power really the main stream the atomic energy business. 
seems so, however, that our by-products business has gotten off 

better start than the principal item. thus find that radioactive isotopes, 


which are by-products the operation nuclear reactors, are already widely 


used industry for ever-growing number applications. 


Getting back power, the main stream our business, one major electrical 
equipment manufacturer views the outlook follows: 

"On long term basis, there question that nuclear power will the 
major source energy this country. consequence, companies such ours 
must continually follow this development adequately prepare develop and 
manufacture the basic equipment for such plants. immediate basis the same 
premise true, but the urgency the need less 

would not propose attempt telling you how these facts will affect the 
overall economy the ensuing fifteen years. believe, fact, the tremendous 
growth faced the electrical utility business overshadows the part that nuclear 
energy will play. Certainly the coal industry is, the past, going 
called upon bear the greatest share the burden meeting this increased 
The part that nuclear energy will play perhaps best summed 
guess that may constitute form insurance against large increase 
power costs and will permit our economy continue its expansion unhampered 
power shortage. Nuclear power does not appear foreshadow revolution like 
that which the automobile brought about transportation. Rather, nuclear fuels 


will prove the much needed supplement conventional fuels our future 


growth. 
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Machine Tool Leasing 


Trecker 


Because certain material was unavailable the time the digest the Wednes- 
day afternoon sessions was prepared, some statistics brought out this talk are 
not covered this analysis. page will added the end the complete 
proceedings covering the points. 

The talk brought out that the obtaining capital equipment constitutes 
real problem. Machine tools and other capital goods are subject high deprecia- 
tion early years. Companies are therefore faced with the difficulty being 
required invest large sums tools and equipment where accounting practice does 
not allow adequate write-off for depreciation the early years. Therefore, 
many companies now lease capital equipment. Kearney and Trecker are pioneers 
the leasing field. 

Two types equipment are suitable for leasing. One standard 
that has resale potential. The other equipment having rapid depreciation 
early years and thus subject insufficient depreciation allowances. 

The country suffering tremendous economic loss because the inefficiency 
machine tools. Present tools are more productive than those made 1940. 
With high labor costs and decrease hours per year that the machines are used, 
the penalty for using inferior machine obvious. 

The price capital goods has doubled since 1940. Therefore, industry 
confronted with the dilema needing new machine tools and equipment and yet being 
forced invest large amounts capital. Companies use three plans for getting 
equipment. The first outright purchase which sometimes beyond the means 


companies who need new equipment. The second installment purchase which only 


defers the cost. The third leasing. 


The advantages leasing are that working capital released, and that the 


equipment can made available for limited times enabling companies undertake 
short-run contracts, experimental contracts, and try new machines and methods. 


Major savings are effected because manufacturers are not forced use 


equipment but can realize savings that can made technically correct machines, 


disadvantage leasing that sometimes the over-all costs are higher because 
the machines are not given the same care would the case company owned. 

From the machine tool manufacturer's standpoint, leasing has some advantages. 
stabilizes business and eliminates the tremendous peaks and deep vaileys 
characteristic the machine tool business. Furthermore, opens new prospect 
arisings for companies which would not the market for the purchase equip- 
ment. Further, can used make the public aware the importance using 
up-to-date equipment. 

Leasing has disadvantages because sudden recession would flood the machine 
tool manufacturers. time spreads the risk, the market for second-hand machines 
problem and the manufacturer must stretch his own working capital. Kearney 
and Trecker now derives about 20% today's business from leasing and believes 
the practice will increase because the government reducing the capital structure 
companies and leasing more realistic way spreading costs for immediate 


use. 


Tomorrow's Sales Engineers 


John Gammell 


There small group who responsible for production, the ones who have 
produce ever increasing rates for the rest us. The only way this 
through more efficient methods and equipment. 

One the trends facilitating this automation and will have con- 
tended with future sales engineers. must concerned with both the produc- 
tion sales and the maintenance these new devices. 

The reason why the maintenance problem becoming evermore important the 
growing complexity old products well the new gadgets. There just aren't 
the men available that can cope with them times, even, that can read and 
understand the written literature and directions. get man fix your 
set problem itself and find one who competent isn't always easy. The 
same situation found plants where supposedly capable technician cannot 
cope with new piece equipment that needs maintenance. 

just don't have enough engineers the only recourse use non- 
engineers. These Liberal Arts graduates have some offsetting qualities that the 
technical boys not always possess. order, however, make these people 
more suitable, will resort careful selection and more intensified training 
basic nature. courses similar that found schools and along 
our line business may needed. The "school hard knocks" too wasteful 
some otherwise good men. Though few number, the smart high school graduate 
should not overlooked along with the source manpower from the technical 
institutes. 

The inevitable trend toward classification functions will cause break- 
down into specialist and the general. The salesman must conversant with the 


order know when call specialist. will also need visual 


and other material. This will educational nature well just sales 
promotion variety. The operation and maintenance the complicated machines and 
the lack basic engineering knowledge many people demand that the salesman 
instructor his customers well student himself. 

The whole trend calls for more standardization. Pressure from his own staff 
well from the manufacturers will the disappearance the 
rugged individual who wants things his own way. must careful not suppress 
new ideas with this standardization. The good sales engineer has been and must 
continue source stimulation for good original ideas and research con- 
nected with them. 

Since most the non-engineers are motivated other directions, must 
careful not develop men along every line but that knowing their product 
and its application. Basic knowledge prime importance this field 
well any other. 

While must put emphasis training the non-engineer along more technical 
lines, must the other hand consider the many technical graduates well. 

may well that must indoctrinate them more humanistic and business 
economic matters than formerly thought necessary. I'd like close with the 


thought we're all becoming more and more part team. 
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which process best for which copies? 


Mimeogra Spirit? Offset? Azograph? The fact you can 
produce all the kinds copies shown and many more with any 
these processes. 


But, which process best fits your individual 
That’s really the key question. For example, use 
thousands copies typed material? you ulletins 
colors? Which process the easiest, lowest cost 
process with positive cleanliness for short runs? get 
unbiased answer call Dick Company distributor. 
can demonstrate all processes. You’ll find him listed under 
Machines the classified section your phone 
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Intelligent Use and Radio Ratings 


Maxwell Ule 


The intelligent use television and radio ratings must the final sense 


based understanding the proper functions of, and the limitations even ideal 


rating measurements. 


Before any intelligent determinations could made, was necessary define 


what ratings should and what they should do. This was done through the Adver- 


tising Research Foundation's Radio and Ratings project. 


Radio and ratings are not measurements the effectiveness the medium 
particular project the medium. There might positive and high correla- 
tion between size rating and actual sales but there adequate evidence that 
exists. Nor there evidence that the relationship constant from program 
program, exists. Until there evidence reliable nature this 


point, must assume that ratings are not adequate, absolute, even relative 


measurements sales effectiveness. Under today's theoretical and practical 


knowledge, ratings ideally (if they are valid) will reflect statistically unbiased 


estimates the number proportion households which can expected 


exposed the sponsor's message. 

The intelligent use ratings methods requires not only know what they are 
ideally, but also know what the present practitioners are offering their 
clientel prospects. The decision what ratings methods used should 
placed the hands the appropriate specialist the buying organization, 


typically the research man, rather than the general line executive. highly 


important that have free and full disclosure methodology and quality 
implementation. Industry should either work toward goal improving ratings 
measurements else should sit back complacently accepting the confusion and 


uncertainties the present, since the latter course will have shown that 


its words only are strong its actions weak. 
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After the research analyst has chosen the method which best serves his needs, 


and with full knowledge the method's weaknesses, limitations, and points 


strength, then the following broad areas usefulness can delimited for the 


ratings measurements. 
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They can used for broad analytical purposes give the institutional 


background the medium. Advertisers and advertising agencies must aware 

the fundamental listening and viewing trends which are evolving the 

media through time. Decisions made for the immediate future may have 

made with the tempering judgment that next year, levels listening may 

not favorable they are today. 

They can used for judging current performance attracting drawing 

audience. This the most widely current purpose which the ratings 

have seen substantial differences ratings from one 

measuring period another. would suggest that the day-to-day ratings 

viewed with more calmness, more reservation, and more objectivity than 

current the business today. 

They can used for decision making cooperation with other 

show the average one-time circulation the program and the commer- 
cial message. 

share the cumulative circulation the program over number 
broadcasts, provided the data are accumulated. 

They can used, combination with other data, give substantial 
insights into the appropriate combination media for particular 


marketing problem. 


They can used for certain inter-media comparisons. 
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Using Market Research for Better Media Selection 
Detlefsen 

This talk will limited touching certain kinds marketing research 
which can form part the knowledge necessary set objectives consumer 
grocery product's media program. the setting these objectives that 
think marketing research can play its biggest part terms media selection. 

Ratings, circulation, readership, intensity studies, etc. play important 
part media selection and can help some establishing the basic platform for 
media program. But shall concentrate the areas most important establishing 
platform for the actual active selection media. 
Market research data qualitative measure the audience for various media 
media schedules. significant advance the ability measure media more 
qualitatively afforded the use techniques available from Market Research 
Corporation's National Consumer Panel. viewership and readership data 
for media can obtained for specific time periods. From this information the 
families can classified their media exposure into such classifications 
audience for single issue program, series issues programs, etc. 
After defining these audiences, relative trend purchase information and brand loy- 
alty information can determined for prior periods, current period and then 
watched future. This method permits development relative information 
subject weaknesses regard projectability, response bias, and other things. 
media audiences various consumer habit information not 
available from any source other than surveys conducted ourselves. get this 
information, studies are conducted covering complete picture consumer baking 
and eating habits together with quantifiable media exposure information. The same 
sort coverage and incremental analysis can made from these studies for habit 


patterns and attitudes. 
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research can used determine effect the entertainment content 
television and radio programs, audience reaction them, and the reception 
the commercial message. Several things have been done this field and one 
nique available the Schwerin type measurement which can well used give 
insight into the compatibility between the program itself and its commercials. 
The sametype research can help decide what stage product's development 
should have varying amounts television. 

Market research can help get factual subjective problems such the 
question whether these are characteristics media regardless the personal- 
ity the members its audiences which makes for differences advertising 
effectiveness. Methods that have been used are the Warner and Henry presenting 
different social stations and inter personal and family relationship 
with summaries radio serial and five situations which characters the 
serial find themselves. The women were then asked work out the stories and de- 
how they perceived the serial characters. possible determine whether 
not moral values are challenged, whether sophistication liability 
asset, etc. radio and television programming. 

have dealt with the qualitative measurement media relation product 
usage. With measurements related social and family habits, with the compatibility 
aspect the advertising message and its media carries, and with the personality 
characteristics different audiences. These factors should all brought bear 
the establishment media platform philosophic standard for each product 
before the actual media determinations can said rest the factual basis. 

have copy platforms based research yet many ways the need for media 
platforms most accute. Yet because the research problems involved, more needs 
done are make advertising more effective and meet the growing 


Progress Report Industrial Advertising Research Institute 


Mr. Gene Weiderit 


The need for research the field industrial advertising. 

The question: can make sure that our ability sell will keep 
pace with our ability produce?" 

The need for more ways sell products and services that are mass pro- 
duced has caused the intense development market practices undreamed 
even years ago. 

II. Creation the Industrial Advertising Research Institute. 

During the past decade industrial management has emphasized engineering 
for increased production products for which the demand has been 
than the supply. new philosophy becoming popular which calls for 
lower cost production plus increased productivity thus permitting more 
realistic return investment and providing profits that count. get 
the full benefits. lower costs production, the cost selling must 
also reduced that fundamentally led the formation the Indus- 
trial Advertising Research Institute. 

The Industrial Advertising Research Institute was conceived 1950, and 

brought into being 1952, Mr. Bennett Chapple, Jr., Steel 
Corporation. This slogan sparked its formation and underlies its every 
action: Reduce the Cost 

III. How functions 

The Institute purchases commercial research services. The money sub- 
scribed sliding scale arrangement companies who went the direct 
benefits research the field industrial advertising. 

council consisting men high caliber approve work done and 
work completed. 

IV. Outline reports studies that have been completed. 


study methods for handling and evaluating industrial advertising 


inquiries presented substantial report based inten- 
sive field research. The report, replete with reproductions forms 
used the successful handling inquiries resulting from industrial 
advertising, priced $75.00 per copy non-subscribers. number 
subscribers have made radical changes their inquiry handling sys- 
tems based the findings reported. Systems proved the heart 
the subject. One purpose research, course, find the facts 
and this study, was discovered that attitudes towards inquiries 
those who seek them, who provide them, and who ultimately act them, 
varied all over the lot. The cause and effect various attitudes and 
ways and means switch from negative positive forms useful and 


valuable section the report. 


Budget Study developed into depth investigation, done Barrington 


Associates, Inc., companies successfully employing the task method 
establishing the budget for advertising industrial products. The 
final report valuable, useful, applicable manual procedures. 

Review broad company aims and policies. 

Ascertain specific sales objectives, sales problems and plans. 

Obtain research data markets and audience; competition; effective- 


ness past advertising; and general economic outlook. 


Analyze the information obtained previous steps. 
Formulate the advertising program and budget. 
Review proposed program and budget with sales department. 


Present program and budget management. 
This brief outline doesn't reveal the contents the full report, 


helpful that the trustees priced $150 per copy non-subscribers. 


The already has under way depth studies other areas indus- 


trial advertising. 
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Failure 
Peter Langhoff 


planning add book long list "You Can It. books, en- 
titled, "You Can Test Copy Testing." 

Within the last few months much writing and talking has been done about the 
basic problems copy research. would especially commend your attention the 
article Gardner and Levy the Harvard Business Review entitled, Product 
and The these statements have been reassuring and encouraging. 
owe those who are responsible for the flamboyant and irresponsible ballyhoo about 
subject which has been labeled "motivation research." debt for having made 
think seriously new dimensions and make greater effort infuse techniques 
from the behavioral sciences into copy research. are gain control the 
efficiency advertising, must measure the elements which comprise the structure 
selling dynamics, and not content with disassociated checks final perfor- 
mance alone. 

Advertising functions through two basic appeals. customer starts with com- 
plete ignorance and total indifference towards product. moved point 
where buys that product. get him from the zero point the buying point, 
must create within him certain amount knowledge and certain amount feeling; 
that is, must influence his intellect and his emotions. 

reach his intellect, factual information such color, shape, size, pack- 
age, price, and claimed competitive advantages enter the picture. Besides his in- 
tellect, these items also stimulate his emotions and cause conscious unconscious 
reaction. 

Not all these factors will register particular individual and buying 
action will not usually occur quickly but only after knowledge and feeling about 


the product have been built through progression impressions moving towards 


the objective. 


These impressions result creating brand image which the sum 
person's knowledge about and feeling toward given brand given instant. When 
satisfactory brand image developed, new customer made. 

The effectiveness the individual and the successive impressions and their 
penetration into the consciousness the individual can measured although 
challenging and difficult assignment. Research can show the brand image held for 
product various classes individuals and these facts can correlated with 
the stimuli aimed the individual. The oldest and perhaps the most valuable copy 
test has been the recognition test. This tells whether the getting attention 
and the proportion the audience taking action. 

For every individual action there reaction. The observer does 
something the and the turn does something the observer. The reaction 
may almost zero but exists can picked the so-called recall 
method. The recall may vary from simple identification brand name 
brance the some detail. playback coupled with scores gives some de- 
scription the types information reaching the individual. The recall method 
does not measure the individual's reaction. 

This emotional factor has been checked some asking whether the made 
the person feel more less like buying the product. can get some indication 
this way the feeling tones and can identify the stimuli causing take 
place. While possible perhaps measure when stimulus creates break- 
through cause sale, does not mean that this itself caused the reaction 
was only the final element unknown chain impressions. Research along 
these lines its infancy but results are being obtained and are beginning 
evolve creative kind research. The existing level brand images will ob- 
tained and recognition will given the fact that every advertising impression 


creates feeling well adding the knowledge level. 
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Required Product Engineering for Market Researchers 
Adolph Rebensburg 


this title had appeared the program meeting similar nature not 
many years back, would have been regarded rather unusual. those days, 
manufacturing enterprise, was usually left the Engineering Department design 
the product. They, turn, turned over the factory people, who, together with 
other members Management, estimated, best they could, the volume manu- 
factured. Only after the product was finished was turned over the Sales De- 
partment with the instructions, ahead and sell 

The entire area marketing divided into seven functions marketing: 
marketing research, product planning, marketing administration, sales, advertising 
and sales promotion, product service and marketing personnel development. Product 
planning excellent illustration the product engineering required market- 
ing. Within the G.E. concept, product planning charged with seven responsibilities: 
control products lines and programs; integrating, planning and timing 
additions, eliminations and modifications; formulation pricing, discounts. condi- 
tions, terms and permitted costs; product's functions and quality level, appearance, 
identification, cataloging and packaging; simplification, standardization and 
adaptation, and appraisals competitive offerings, markets, buying motives and 
plans vs. results. obvious that such product planning program requires 
engineering staff well people who are both engineers and business men. 

the responsibility marketing advise the engineering department what 
wanted the way new products concerning type, appearance, features and sell- 
ing price. Only after marketing has transmitted its requirements the engineering 
people they ahead with the work. However, isn't exclusively one-way 
street. There two-way communication and teamwork between marketing and engin- 
Provisions are made engineering, quite independent marketing, 
ahead with the development new concepts, new ideas, new features, new gadgets, 


which, when they have reached apparent practical stage, are submitted 


MARKETING for consideration. After mutual discussions, such proposed engineering 


developments are either accepted rejected marketing. Thus, with product 
engineering operating marketing, our marketing people can more intelligently 
appraise new product ideas, use product possibilities and application 
they encounter and guide the engineers before costly mistakes are made. 

Every marketing function prepares detailed planning calendar for the new 
business year. plan which evolves after careful discussions with all other 
interested sections. From this overall marketing planning calendar emerges plan- 
ning calendar for Marketing Research, which addition usual studies markets, 
competitive situations, sales territories, etc., also contains required studies and 
analyses products, which the product planning group has undsr consideration for 
the new year. These studies may products which have been the market for 
some time but require major redesign with new features. Bear mind that product 
study longer designed measure market potentials alone designed 

understanding the engineering aspects the product and markets, G.E. Man- 
agement had information the potential sales volume well desirable product 
modifications, the type sales representation needed and the problems expect- 
the area product engineering service 


Based this data and all the facts available, complete product specifica- 


tions, including suggested selling prices and permitted cost, are established. Again 


proper planning calendars are established with time estimates and including the 
building G.E. engineering model. Then “marketing prototype" built, incor- 
porating any last minute design changes and appearance features, and used make 
commercial photographs for sales literature, for initial displays, installation and 
operating instructions, etc. Immediately after product approval Management, 
forecast issued Marketing Administration based the research study. When the 
first exhibit the sales organization scheduled, G.E. has every possible 


ance that nothing stands the way their ability sell the maximum 
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Our New Product Plan Accident? 


Eggert 


There constant desire the consumer for something better and different. 
meet this desire Ford Motor Company requires planning from five eight 
years advance. 

The problem advance planning centers around five questions. These are: 

How large will the market be? What will the customers want? What does the 
dealers' council say? What the competition doing? What going available 
from our engineers? 

The first question concerning the market answered finding what the total 
market going and then determine what part that market you want. 

The total market found checking the trends sales, scrapping rates, export 
market, births and money available for spending. 

The next question, consumer desires, answered going the consumer 
and asking him what does want and then comparing those desires with what you 
thought wanted. 

The dealers made select dealers throughout the country and 
they report reactions, wants and the amount the customer intends spend 
get what wants. 

The competitors' plans, far they are known, must compared with your 


own that you are prepared meet the competition. 


also important know what the engineers will have ready and when 


will ready. The engineers must give their developments the product division 


least three years before the idea will put into production. 
When you have the answers these questions, you will have idea what 


expect. From that point, cost price will big factor what will have 


done. You must always plan, for you stand still you will backwards. 


Marketing research designed perform "radar" function for management, 


providing factual information on: Customer intentions, reasons for shifts 
preference, what customers like and dislike about current products and new features, 
user reaction dealer service, and host other product, merchandising, 
volume, and price problems. 

Stated briefly, the basic aim our marketing research provide facts 
that will help management make decisions get action that will translate the 
desires the customer into your product the future. 

recognize that the market shifting target and must constantly adjust 
our sights researching all the available sources information what the 
customer will want and how much willing and able pay. 

Every doorbell that the marketing research man rings advance the planning 
and development the product can usually provide information that will double the 
effectiveness the calls the super salesman the future will make. Market 
research has reached stage where neglect the use the information 


provides, would violating our responsibility. 


Product Improvement Through Consumer Testing 


Peter Peterson 


How important product innovation? How related marketing leader- 
ship? Some data from study the Nielsen Company outstanding successes 
the grocery field can clarify this somewhat. 

The first step was select the particular brands that had attained leadership 
100 grocery categories and those who had lost it. Incidentally, interesting 
note that period there was per cent turnover the top 100 brands. 
"The top slippery place"...if you ever get there. Let considsr one factor 
studied effective product innovation. This seems the dominant factor 
explaining the success the new leaders and the failures the old ones. one 
reviews these ups and downs, struck the fact that many really were innova- 
tions...fresh departures from the past. 

Consumer research has been mostly consumer testing...making choice between 
alternatives...picking the least offensive. But should creative. And what 
the creative process? isn't clear but does contain something called "assimila- 
kind taking information. Then there the incubation period, 
and finally, there's inspired idea that pulls all this together. 

Where research has fallen down most often and where the greatest opportunity 
lies giving the product planner the kind penetrating perception the con- 
sumer would delighted have formulating new product ideas. The idea should 
develop good products rather than concentrate the techniques product 
testing. let's take look how deeper understanding the consumer's needs 
and wants can make for more creative product development. example, major 
appliances. 

are real cultural transition where product timing can make the difference 
between life and death where innovations for major appliances involved. Yesterday, 


the consumer's concept was one justifying the purchase terms basic func- 
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tion. Today, however, the consumer needs feel that her new refrigerator the 
"firstest with the and the emphasis the convenience and style feat- 
ures. Consider baby foods. The main emphasis should not the comparison 
the respective products but offering one that really fits the needs the 

mother. Instead the foods for the junior ages, might better offer one 


which could fed the child for longer period time...a more adult food 


product the child would feel more like the rest the family. Let's discuss the 
application this concept toward greater acceptability among current baby 

The planners may thinking terms better product, but terms 
more and better nutritional value instead considering the emotional aspect. The 
mother wants food that pleases the baby that has the texture she thinks easier 
digest. She takes the nutritional for granted. Knowing this the planner can 
realistic job planning. 

Let's look another mortal sin product research...that not separating 
identification the special segments the market. know that brand decisions 


are often the result interplay between personality created package, advertising 


and the product and the basic personality the consumer. Some personalities 
attract some segments and repel others. Therefore, can conclude that some con- 
sumers are near our product, psychologically, and others great distance. The 
best bet attract those that are for change the product attract the 
others would run the chance losing current users. This calls for definition 
the market segments hope attract. Let's illustrate this need for market 
segmentation product research. 
There still another notion market segments, that the belief that new 
products through distinct steps, each step attracting different kinds consumers. 
Some consumers respond quickly innovations; others not. Each should consid- 
ered doing the market research. 
The need for defining and isolating the particular segments the market 
that need analysis determine whether our product innovation will really succeed. 


Determining Consumer Reactions Color and Design 
Louis Cheskin 


Marketing research became mature when found the unconscious mind the 
consumer and when learned that the unconscious mind cannot speak, but controls 
Reliable techniques motivation research are still not widely known, 
certainly not widely used. But the recognition the unconscious mind it- 
self sign maturity. experiences are really not forgotten but 
remain the unconscious where they continue exert tremendous power over our 
actions. 

Sensation transference important factor marketing. Sensation trans- 
ference the reason why attractive store front draws customers, why beautiful 
considered good car, why effective package sells brand. 

test, per cent the women wanted one three coffees because was 
the best. Actually all three coffees were the same, only the containers differed. 
This example transference optical sensation taste sensation. 
Rarely the consumer aware that she influenced the color design 
product package. Actually, the average consumer does not know what influences 
him. Verbalized expressions not reveal actual preferences. 

Packages should scientifically market-tested measuring the effect each 
specific component the package and the package whole. The basic compon- 
ents are imagery, color and pattern. The important image the brand identifying 
symbol. The important color the brand identifying one. The pattern the over- 
all design. 

Three things should known about each component element; first, the number 
reacting favorably the image, second, the degree impact the memory, that 
is, image retention rating, and third, the relation favorable unfavorable 


associations with the image common circle, oval triangle complex trade- 


mark 


Other necessary information preference rating liking for the colors 


the package and retention rating showing the percentage remembering the colors 
package. Also important the fact whether color association with the 
product its use exists. 

Optical effectiveness which measures what consumers see, how they read and how 
they look design must obtained. package label must optically 
effective before can psychologically effective. optical sensations and 
reflexes are normally the same all human beings, three four persons react 
optical test the same way, the conclusion that others look the 
pattern the same way. 

After the optical effectiveness determined then the psychological effective- 
ness must found. least 300 figures 400 individuals must tested 
unconscious level before conclusion can reached how the consumers will 
react. 

The Color Research Institute have great mass material accumulated 
colors and imagery. Often ocular measurements plus color and image ratings derived 
accumulated information are all that necessary for determining the marketing 
effectiveness package. However, sometimes there color rating association 
available for particular product and then association-type field test covering 
400 1200 consumers necessary. From checks such this the Color Research 
Institute can predict with considerable confidence the probable success new 
product. The checks show whether the package lacks display power and the type 
improvement, any, needed. The Betty Crocker and the Good Luck packages are 
examples the results obtained through scientifically controlled testing 


procedures. 
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Where Get the Money? 
James Day 


The country presently its way unbelievable expansion. This evi- 
denced the trend indicating increase population, purchasing power, back- 
log savings and other indications growth. America has always been the leader 
creating goods and the demand for them. The problem are now confronted with 
where get the money needed accomplish this projected expansion. 

increase our economy must have new workers, money and increased efficien- 
cy. estimated that takes $12,000 capital expenditure create new 
job. Multiplying this figure the expected increase the labor force, you can 
see that the money necessary accomplish the expected expansion very large. 

Presently, the money market getting tighter, and this trend expected 
continue. This trend seen both bank loans and credit standards. The 
banks will take dim view any projects such are contemplated because the 
expected growth, unless the company that expanding has adequate capital back 
This means that companies wishing capitalize this growth will have finance 
through sale common stocks. 

Presently, there revolution taking place the investment field. One- 
third the present common stockholders make less than $5,000 per year. 
persons making between $5,000 and $10,000 year after taxes have, aggregate, 
six times much capital that group which makes over $50,000. This radical 
change from the past and means that investors now will persons having lower income 
than before. 

Because capital must raised through the issuamce stock there 
task contemplated selling stock the lower income people. 

There must desire created this lower income group purchase stock. 
recent survey, only per cent this group ($5,000 $10,000 income) said 


they would put some their extra money into stock investment and only per cent 


thought that they would put into bonds. should also noted that per cent 
this group sees danger putting money into fixed security investments. This 
means majoirity this group does not appreciate the inflationary hedge you 
most stock. 

must educate ourselves certain fundamentals. There are two kinds 
spending: consumer and investment. Although there great deal talk about 
keeping the consumption spending up, investment spending has long run stimulation 
growth; consumption spending does not. this increased investment spending 
that creates new markets. 

The present routine offering new stock poor selling job 
offer new securities and presently, there comparison between the selling jobs 
merchandising and selling securities. should noted that nothing ever 
happens ‘til someone sells something. 

correct the present stock selling routine, two things should done. First, 
the marketing department should brought into the plans for raising new capital. 
Second, the marketers should become aware finance and study the 
financial market. 

The stockholder should kept informed. get new money, the public 
should have confidence the corporation and the best way this can accomplished 
giving the stockholder full information, considering the small stockholders' 
interests and paying ample dividends. There should better relations between the 
stockholders and the corporation, not through saying, "We welcome you fellow 
owner," but conducting the business for the investors. 

There are three investment urges: protect what person has; speculate 
hope large returns; and invest for income return. This latter urge represents 
the largest group and the selling approach should made for these people. 

The money raised for expansion must come from entirely new class. 
need the selling magic marketers accomplish this along with this, the 


must establish stockholder confidence. 
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Selling Saturated Markets 


Sanford 


With 93.5 the homes owning them, refrigerators represent saturated market. 
saturated market has certain characteristics. 

One that general decline the average unit price takes place. 

Another the relationship replacement sales new additions. industry 
has little control saturated market over the total volume new sales. For 
refrigerators, new people come into the market through home building and new family 
formations. Although manufacturers fight for this available business, they really 
work the replacement market with particular emphasis the obsolescence 
angle. 

Another characteristic the large number companies with mass production 
facilities, well many fringe, marginal specialized companies. These large 
companies are able produce more than the market demand, thus putting premium 
ingenuity market research, promotion, etc. 

With high national saturation, consideration must given the geographical 
location and the nature this saturation. Refrigerator concentration above 
average Rhode Island, Pennsylvania, Missouri, Maryland and Tennessee and below 
average Maine, New Hampshire, Vermont, Wyoming and New Mexico. Also, the southern 
states buy smaller size refrigerators without the modern features. Therefore, while 
national saturation high, analyses show areas which can exploited the 
proper type promotion. 

Recognition must given considering the replacement market whether 
not the item can seen. With cars, the public demand for the new model causes 
rapid turnover, but this powerful motivating factor emulation does not apply 
forcefully refrigerator kept the seclusion the home where the neighbors 
not see it. 

Two major techniques may used sell the saturated market. One cap- 


italize the advantage second item auxiliary car, multiple radio 


q 


sets, additional stoves and refrigerators for recreation rooms. 

The other method creating obsolescence. This can done engineering 
better products which automatically causes replacement models which not function 
completely and efficiently. modern company meet competition must constantly 
making its product more desirable through style changes and improved features. 
the field refrigerators, was found that women wanted self-defrosting, built-in 
freezer units and shelves the door. The consumers will tell you what they want 
which will make possible new products which will outmode all those use today. 

valuable way find out what changes women want through the picture 
questionnaire. This shows the relative appeal the various features and partic- 
ular, what region the country certain features are more likely 
influencing factor. 

Coupled with this must right advertising approaches, recognition the 
importance color, flexible usages and incorporation new ideas from scientific 
research. For example, the thin wall insulation for refrigerators developed the 
General Electric Company tentimes more efficient than conventional insulation 
and will bring about new concept convenience which will have tremendous 
impact the present highly saturated refrigerator market. 

Therefore, sell saturated market company must carefully study the 
location and nature the saturation, increase the products use creating 
demand for second item and keep front the procession adding additional 


values, thus causing replacement the inferior models. 
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Cost Controls for Marketing 
John Harkness 


business men and economists were polled their appraisal the relative 
progress made perfecting the art management production men and marketing 
men, believe honors would the former. They have developed many tools for in- 
efficiency and controlling costs, number which they have used for years. 
These tools include time studies, work standards, job analyses and evaluations, work 
incentives and others--tools which they could not afford without. How few 
counterparts these production tools have been extensively adopted sales 

Factors that originally contributed this tardiness growth included: (1) 
The extensive frontiers new geographical markets that were available and permitted 
the sale all that could produced. management concentrated its thinking 
production needs rather than marketing needs. (2) looseness sales organ- 
ization. (3) constant need for available capital invested production 


facilities rather than market development. 


Today geographical frontiers have virtually disappeared and given way com- 
petitive frontiers. With the excuse poor transportation and communications mini- 
mized and with pressure competition increasing, tighter controls marketing are 
fast becoming necessity. Some progress has been made but the rate growth has 
been far too slow. The primary cause for this continued sluggishness lies sales 
managements' adherence basic concept that grew out the factor whereby 
capital for market development was furnished the sales force. 

have asked many sales managers whether they made practice tell their 
salesmen that business for themselves." Almost invariably they re- 
plied "Yes" and added that they themselves started sell this manner. The 
straight ccmmission form compensation originally along with this form 
selling. Naturally sales management control suffered and many cases could have 


gotten out hand. some improvement has been made but the old concept still 
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prevails and direction providing the most efficient use manpower has been diffi- 
cult. Too frequently management policies are geared the star salesmen when they 
should geared the mediocre ones. through the lack their efforts and 
those the lesser men that losses are incurred. Such things are part and parcel 
the concept salesman ownership sales territories. 

There second concept sales management which growing recognition 
and which favor. Let assume that group people decide form company, 
they pool and turn their resources over board directors for investment. The 
board elects president and other officers including vice-president for manufac- 
ture and vice-president for sales, who divides the market assets into territories 
and entrusts each salesman. Reports are made the stockholders the board 
directors, the president the board directors his stewardship, and the 
vice-presidents likewise. Thus envisioned chain custodianship and guardian- 
ship assets which have been progressively entrusted and for the use which each 
must render accounting. This the concept company ownership sales terri- 
tories. diametrically opposite the concept salesman ownership. Under 
the latter the salesman business for himself; under the former steward 
company property. territory owner, encouraged think only for hin- 
self; territory steward expected think for the benefit the 
expected administer his territory wisely and accordance with management's 
direction and return the company better shape than was in. Under this 
concept the means controlling selling costs--job descriptions, call studies, work 
loads, sales standards and incentives recognition for superior results--become 
matter course. More and more companies are facing the problems sales 
direction and sales cost control--most them are enjoying profitable operations but 


are taking "stitch time" protect their future competitive position. 
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Untapped Rural Market 
Lund 


This panel billed Help For The Consumer Goods Sales Manager. 

wouldn't make much difference for example, whether this market untapped 
not were small one, but the contrary, big market--consisting 
1950 approximately 6,400,000 families farms and 10,000,000 families 
towns 2500 good 36% the total U.S. consumer market. 

The thesis this presentation that this 36% the families our count- 
offer substantial untapped market for great many consumer goods sales mana- 
gers. 

difficult compare the purchasing power this market with the urban 
market because the differences type income, but data (Chart indicates 
that the rural purchasing power per family compares favorably with the remainder 
the population. 

Two other basic facts about the rural market that isn't growing fast 
population the urban market, but the other hand the market relatively 
untapped many areas. this market not untapped the same manner 
degree for all products--in fact, some items like tractors, trucks, automobiles, 
refrigerators, ranges, and washing machines are pretty well saturated. 

Some areas that have great potential for the sales manager include: water 
heaters, water systems, automatic clothes and dish washers, bathroom fixtures, 
incinerators, small electrical appliances, and home heating. 

regard techniques, does appear that the sales manager can accept the 
accuracy data from farm paper mail surveys the proper kind questions are 
asked properly selected sample state regional farm paper. The above 
conclusions were obtained part from this have proven very dependable 
and should acceptable even the most doubting sales manager. 

Our studies have indicated that there are differences between rural and 


urban motivation. Advertising and sales appeals which seem work urban markets 


are often less appealing the rural market. 


these are the sort things you can find that give you some idea why 
the rural market untapped for your product and ideas how you can tap it. 
mentioned that this rural market was inclined different Perhaps 
important, you plan tap this untapped market, find out whether not 
this difference might affect your sales. 

conclusion, several things are apparent. The rural market big; offers 
substantial volume for all products, for many products untapped and offers 
above average growth possibilities; different and interesting. 


recommend you. 
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New Measurements Retail Sales 


Nesti 


The first thing using warranty card is, course, have one. The 
second thing place shipment merchandise going out the dealer. 


The third, sort the cards their return and tabulate them. The fourth 


step the totaling the results and the expansion the material esti- 
mated sales figure. 

There are problems. First, getting the cards back. This done 
encouraging their return drawing attention the need for registering the 
appliance with the company that the information will help the consumer. The 
placement the warranty card the appliance poses the second problem. not 
put range and have baked. Get the retail dealers' cooperation and this 


will help. Some companies will pay the postage. careful the questions that 


are asked. The more questions asked, the lower will your percent returns. 


What percent returns can you expect get back? The average usually 


55% and varies from 40% 80%. This for period the past ten twelve 


weeks. The lag usually two weeks ten days the actual lag, but sometimes 


for some companies. 


How can you test results? you have dealer cooperation you can get 


actual sales figures for certain periods and compare these with the warranty card 


estimates. Study the trends shown the warranty card estimates and the 
trends, published, actual sales figures dealers. Tests this kind, 
which have been made, have shown great accuracy for warranty cards. 


Our company's experience with warranty cards. started 1950, one the 


first companies use warranty cards for household-refrigerators and electric 
ranges. had six companies, and five companies cooperated. Today this has grown 


where get cooperation from nine companies refrigerators, eight ranges, 


and eight home freezers. 


Every Friday, send out our latest index sales figures for the two previous 
weeks our members whom are furnishing warranty card estimates. 

Some the things study are individual company trends shown the cards 
with total industry trends. This tests industry trends general way; for 
instance, the charts make showed clearly the scare buying reflected 
levels the time the Korean War. You should encourage the participation and 
the use this tool. this having meetings clinics with the people 
using the data and invite outsiders participate and spread the technique. 

Points favor this new technique used for evaluating retail sales and 
inventories the retail level are these: fast two weeks you 
low cost. takes one girl one and half days compile the data 
returns for any company. accurate enough. You cannot have speed and low 
cost and complete accuracy, but you not have complete accuracy any technique 
and this technique has proved that has accurately forecast the trends which are 
most important unit sales are somewhat off, does not matter. 

The argument against the use warranty cards primarily the uncertainty 
regard its accuracy and believe greater for this method than any 
other. The tendency too far its use executive management also 
brought against the method, and this should watched. The work involved 
sometimes complained about but comparison with other methods, this very small. 


Another objection that needs tests. course, agree all methods need 


tests. 


have listened lot optimistic predictions about the future. That 


good but may give this word caution. have the capacity produce, and 


can producing, but merchandise must sold profit and that means 


clear down the dealer level for continue progress. So, say 


you have warranty cards, use them. you not have them, get them and gen- 


erate interest the industry this new market research technique. 


Census Manufactures Industrial Marketers' Bible 


Maxwell Conklin 


The Census Manufactures scheduled once five years. For industrial 


marketing for other purposes, therefore, benchmark rather than source 


current information. 


The principal final product the Census series pamphlets and books 
containing hundreds tables giving statistics manufacturing activities 
United States. 
One 200 different Census questionnaires for 1954 was mailed every estab- 
lishment having one more employees, and for larger concerns, they were mailed 


their separate plants. expected that per cent those that should 


classified will reported. 


What information reported? plant reports its shipments products 


receipts for services. Each reporting form appropriate for the industries 
covered, altogether some 7,000 individual product items residual product group- 


ings provided. 


The report will show what type establishment, its product ship- 


ments, the cost materials, information employment and payrolls, consumption 


figures and the specific materials that are important particular industries. 
formation also gathered expenditures for new plant and new equipment, in- 
ventories the beginning and the end the year, sub-divided between finished, 
process, and raw materials. The 1954 Census includes question horse- 
power prime movers and electric motors, and, reflecting the growing shortage 


many parts the country, includes also section water use. Then 


there are specific questions concerned with the particular industry areas. 
report coded state, county and city, type ownership and 


company affiliation, and the industry the establishment. addition, the 


extent which its products can assigned single industry, also recorded. 


Now tabulations. done first industry and second geography. 
The information accumulated will released industry and geographic bulletins 


and later special reports other subjects will released. 


Some other information available these bulletins has with the 
equipment used the industry and the distribution shipments class 
er; the establishments that are highly specialized the primary products the 
industry; statistics primary and secondary products; non-manufacturing production; 
the variety processes for the same product; captive plants, those whose entire 
output goes for the production some other manufactured products different 
location. 

The first thing become acquainted with all the tables available 
these industry bulletins avoid pitfalls made mis-interpreting industry 
statistics. 

There move modify the Standard Industrial Classification system. Some 
issues that come this regard are the cost, which will tremendous, and more 
important, the break the continuity statistical series that will result. 
view the seriousness changing the SIC, planned that all recommendations 
will reviewed against the results the 1954 Censuses Industry and Trade. 
will serve check make sure that the basic principles the SIC are being 
followed. The understanding classification issues essential the effective 
use the myriad available Census figures. 

Since Census facts are statistical summaries classified geography and 
plant, they will lead the way particular region highlight industry market- 
they will not yield names and addresses. There are direct and indirect applications. 
For firms supplying many types basic products, the Census records can help di- 
rectly showing the consumption fuels, power, water, materials, and intermedi- 
ate products industries and geographic areas. Indirectly firm can analyze its 
own sales records relative estimated sales employment its customers. 
taking these ratios and relating them Census records sales employment 
region, industry, and size, possible develop better measures the 


market potential the different regions and industries. 


Your Salesmen And Their Unprofitable Customers 


Hawley 

rank heresy not befitting member the sales profession. 

indeed unfortunate, however, that must face the fact that there 
are accounts with whom business transactions are not profitable. However, would 
rather consider this more opportunity rather than problem. 

define the problem, must recognize the fact that the general pat- 
tern industrial business that 15% your customers will produce 85% your 
dollar volume. This does not, however, mean that unprofitable business 
with these relatively small buyers. Profitability complex problem requiring 
careful analysis. 
Two primary factors are generally present constituting profitable account. 
Opportunity must exist develop satisfactory volume support active soli- 
citation, 
The selling effort required convert sales must line with volume po- 
More concisely, might classify account either 
high potential with unsatisfactory sales factors such competitive condi- 
tions too extreme relation potential, limited application our product, 
etc., 
small potential account. 


The first case one calling for real salesmanship. The second may handled 
ina variety ways including: reference distributor, standardization the 
product line for ready comprehension and explicit and easy understand cataloguing. 


The final factor make the small potential customer profitable pricing. The 


price must recognize the cost order handling and reflect the high unit process- 
ing costs small orders. Minimum charges must realistic and any special costs, 
such set-up charges, must apart the small order price structure. 
conclusion, may repeat that the "unprofitable customer" need not 
problem follow sound program serving the trade: 
Know your sales costs. 
Appraise your customer potentials. 
Control direct sales coverage. 
Target high potential-low volume accounts. 
Organize handle small customers efficiently and profitably. 
well bear mind that business exist only serve our custon- 


ers. our responsibility serve all customers well and profit. 
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Sound Territories and Potentials for Your Operation 


Leggett 


Territory potential, sales performance, quota setting and compensation are 
extremely important the industrial sales manager; always wants know how 
much business his salesmen ought getting out their territories, whether 
not the volume taken from the territories represents good, fair poor 

Most these questions are easier ask than answer and many times the mark- 
researcher will find has tough job his hands assist the industrial sales 
manager with specific, concrete and realistic measures. Three basic rules for the 
market researcher follow assisting the sales are these: first, 
show appreciation the sales point view; second, introduce the material 
the sales manager gradually timing important the acceptance ideas; 
and third, communicate with him often you can familiarize him with your 
work and objectives. 

The revision sales territories major problem for the sales manager. 
must sold the salesmen; invalidates comparisons with previous sales per- 
formance measures. Make wholesale sweeping change. Territories can deter- 
mined numerous bases but some basic rules are: Provide approximately equal 
potential. Provide adequate coverage reasonable cost. Provide effective 
sales supervision. Set territories conform the requirements your cus- 
tomers. Follow marketing areas. Consider the physical factors the area. 
Many other factors can considered for specific products, but these are basic rules. 

For determining territory potential, two types indexes can set 
general indexes such buying power, sales outlets, number accounts, population, 
and specific indexes directly related sales the product line. Ideally 
specific market index should determined for each product. The validity mar- 
ket indexes can tested one two territories through field surveys deter- 
mine the specific factors which influence sale your products. Experimentation 


can help determine the best measuring stick for sales your products. The 


measuring stick can then applied basic secondary market data determine mar. 
ket indexes for all territories. Applying these market indexes industry con- 
sumption will provide unit dollar measure territory potential, par for 
the territory. Comparison your sales with will give measure sales 
effectiveness deficiency for each territory. determining performance indexes 
commodity lines, individual products within the line must checked because 
vergent sales performance may cancel out average. The par formula can 
forecasting sales, for setting quotas, compensation plans and for determining 
advertising target areas. 

Another index which can determined might called "ideal index. 
Multiply the theoretical par potential figure your estimate the change 
business conditions and your desired competitive share. This would provide 
ideal quota business for each territory. 

measure could then calculated applying your 
percentage deficit the "ideal your previous sales and added actual 
sales. Either the market quota measures would provide basis for setting 
sound territories from potential basis. 

summary find out where you have been; where you are now, and map out 
where you want and lay out territories achieve those goals with profit. 
Analyze your sales situation, map out your plan and sell management with 
every device you can use. Don't argue with the sales manager, sell him, and keep 


alert changing market situations. 


Richard Christian 

Two problems are facing many industrial concerns today: how cope with de- 
sales existing products; how develop sales for new class pro- 
duct that foreign present product lines. The solution these problems re- 
quires study the following factors: right product? right place? right 
time? right price? are concerned with point our product the 
right place, i.e., channel distribution? 

analysis distribution channels should include consideration the fol- 
lowing major Re-evaluation the original selection process. 

Definition working relationship between manufacture and distributive channel. 
Incorporating working relationship into written distribution policy. 

Determination profit results for all channels distribution and, course, 
for the manufacturer. 

re-evaluation the original selection process should encompass two basic 
considerations: Types channels (direct, through distribution 
er's agent, combination?); Number outlets (wide selective distribu- 
tion?). The working relationship between manufacturer and channels should clearly 
define the needs and expectations both parties such areas territorial 
coverage, warehousing, advertising assistance, sales training, etc. The written 
agreement between both parties should clearly present these mutual obligations 
terms that will clearly understood all concerned. These three steps provide 
the basis for evaluation the profit experience the various channels, which 
course must mutually satisfactory formanufacturer and channel. 

facilitate performance evaluation present distribution channels, the 
following checklist recommended. 

Does the product meet market requirements, and the right price? 

Are fully aware the market potential and the buying influences that 

prevail? 


Does our company have the marketing experience, reputation, and competitive 


Are Your Products the Right Distribution Channels? 


know-how necessary properly market this product? 


the business climate suitable? 

our sales program adequate? 

How our distribution channels stand under the following tests: 

how are their sales and profits our lines compared with other 
they carry? what their sales performance vs. potential? 
customers prefer buy through this channel? does this channel have 
the "feel" the market? 

This analysis may uncover certain trends noted many companies that have 
been studied that highlight need for additional steps effective distribution 
result: More complete definition manufacturer's expectations from distri- 
bution channel (obvious but often overlooked) Thorough coordination all 
functions every level distribution. Increasingly closer control 


distribution channel (regardless type channel used). Formalized and 


creative market research handle the analysis required. This last point the one 
which most immediately concerns this group. somewhat surprising realize 
that, despite the acknowledged need for effective market research the field 
distribution evaluation, only relatively small percentage all industrial firms 
(15% according recent study) avail themselves this valuable tool through the 
establishment formal market research program. 

Proper utilization market research can insure that the most important step 
appraising channels distribution adequately handled. That step simply 


this put distribution analysis systematic and scientific basis. 
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which process best for which copies? 


Mimeograph? Spirit? Offset? Azograph? The fact you can 
produce all the kinds copies shown and many more with any 
But, which process best fits your individual requirements? 
That’s really the key question. For example, you use 

thousands copies typed material? you need bulletins 

colors? Which process the easiest, lowest cost 

process with positive cleanliness for short runs? get 

unbiased answer call Dick Company distributor. 

can demonstrate all processes. find him listed under 

Machines the classified section your phone 
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Projective Techniques Consumer Motivation Research 
Strengths And Shertcomings 


Steuart Henderson Britt 


not going overboard motivation research because don't want you 
So-called motivation not Ithas been existance for long 


time, but someone tacked name it, and now everbody jumping the band wagon. 


This does not mean that not believe the techniques motivation research. 


Needham, Louis, and Brorby have been doing work this sort for many years. 


have found that these techniques, used along with other marketing research 


are and our clients. The thinkirg that these 


techniques alone will produce conclusive answers all This not 


or" 


Four the most common hazards pitfalls motivation research are: 


First all, the very "motivation research" misleading. must admit 


that every manifestation marketing includes ard has always included motivation 


have tried get people's motives through regular consumer surveys, and 
still will. other words, seems absurd take certain psychological 
clinical and give these techniques the fancy name motivation research, 


Tnis brings the second pitfall. There danger motivation research being 


considered panacea, 


The next this: Not all the techniques used have been demonstrated 


the same techniques were used the same people comparable sample 


that would get essentially the same results? This kind reliability has been 


certein with their projective Related 


this question the reliability the question the reliability the interpre-- 


tation the results. other words, what about the reliability the judgements 


those who interpret the assure you that this quite 


thing from the honesty the judgements, but rather would the same interpreter 
the materials give the same interpretation given the same set data, for in- 
stance, two weeks later? would second interpreter the materials give the 
same interpretation the first have found that researchers interpretation 
easily biased his beliefs and 

The forth concerns the question the validity the techniques. Again, 
you will recall from elementary statistics, validity not the same thing re- 
liability. other words, how know that the projective techniques measure what 
they are supposed measure. psychology and psychometrics have phrase "face 
validity". The term face validity means that something its face appears seems 
may turn out really does not have very much validity. The only way answer this 


question set number actual experiments this highly complex field, 
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Projective Techniques and Consumer Motivation Research 
Burleigh Gardner 


any research the researcher must consider the following questions: 
What the problem research question? 
What data will needed for answering the question? 
How will the data obtained? 
What will done with it? 

research the questions are directed under- 
lying motivations for acts attitudes, feelings not readily expressed. This 
requires the kind data which are rich the expression feelings unconscious 
meanings. 

For example, you ask person, "Do you own will give direct and 
usually accurate answer. But you then say, "Tell what you think it," you 
can get lengthy dissertation covering aspects the car, how feels about 
it, what means him, etc. the researcher such data has richness 
meaning from which may draw many and complex conclusions. 

Now the social scientists use many ways getting such rich data. Out the 
work the psychoanalyst and psychiatrist has developed the "depth" "free 
interview for exploring the most deep-seated emotional and personality 
problems. Also from the clinics came the the form the 
Rorschach and TAT. 

the field consumer behavior have been able use modifications 
these intensive techniques and now whole range projective and similar techniques 
are use. These techniques are all designed stimulate and allow wide range 
responses. Both content and expression there may almost endless variety 
responses incomplete sentence, picture about which the respondent 
asked tell story. Thus the individuality the respondent given chance 


for expression and all the nuances his feelings are permitted appear. 
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The use such techniques has many advantages for qualitative research. Where 
the principal data are the depth interviews conducted trained research people, 
the cost high and the samples must small. With good projectives, however, 
competent field interviewers need not highly trained research people, yet they 
can bring back the kind data which the research people need. Also, the samples 
can large needed. 

addition, the data provided projectives can analyzed group 
research people. Different people can check their interpretations with each other 
and thus develop sounder conclusions than where one works alone. Where important 
hypotheses develop they can then further tested specially designed 
fact, many studies found advantageous handle the interviewing 
waves that the hypotheses developing from the analysis the first group 
interviews can explored further successive waves interviews. 

Finally, there word caution. Qualitative research requires more than 


bright person with agile imagination. not mean say that the bright person 


can't draw conclusions from these rich and varied data but that unless has had 
thorough training and sound experience, you cannot rely him avoid the plausible 
errors. this field the interpretation the data all important. this way 
similar medicine any good technician can give blood tests, take X-rays 
electrocardiograms, but takes doctor with years training know what 
and what means. 

Therefore, the techniques used are less importance than the ability the 


analyst. 
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research. 


Projective Techniques Consumer Motivation Research 


Albert Shepard 


Our organization, the Institute Motivation Research, does research 


find out how the projective tests work. This discussion concerns 


what discovered about projective tests and the safeguards motivation 


research. 


What found 

Projective techniques give more validation and quantification battery 
form but used itself less reliable. 

The distinction between qualitative and quantitative research false 
because motivation research can quantified the need the client. 

The basic difference between conventional research and motivation 
research that the former descriptive that tells who dpes 


what while the latter diagnostic and therapeutic. 


What are testing 


are using the projective technique test whether real life pro- 
jection process towards brand preference taking place. knowing 
that preference taking place that brings forth the need motivation 


research. 


How works (there are three patterns) 


How the brand and its advertising associations project onto the 
product itself 

How the brand and its acvertising associations have power project 
the person seen others 


How the brand and its advertising project the person himself 


safeguards are these: 


There must written definition the purpose covering the assign- 


ment areas, methods, sample, procedure and cost. 


| 


The study should directed and done team specialists the 
various fields psychological methods. 

The techniques should checked against practical experience. 

Results must checked multiple validation. battery techniques 
should used and the results correlated. 

There must independent varification. group working separately 
from those conducting the study should make independent analysis 
the data check. 

There must series planned with the client during 


the course the study. 


The analysis must show not only the current situation but the trends too, 


The trend distribution must presented show the percentages 
the total universe which each type trend applicable. 

The study should done through systematic quota sampling. 
Significant psychological variances must observed and analyzed. 

The stability the sample should checked successive waves 
interviewing where the pattern interviews checked against 
similar successive samples. 

Responsibility for making definite recommendations courses 
action taken must assumed. The client must not given 


study without recommendations and interpretations. 
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Projective Techniques Consumer Motivation Research 


Charles Glock 


The strengths and shortcomings projective techniques can seen most 
clearly from examples taken from actual experience rather than from theoretical 
speculations about them. The following the work the Bureau Applied Social 
Research Columbia University. 

Many the things that and many the attitudes, opinions and beliefs 
hold are some extent determined and conditioned the social environment 
which live. buying situation, the whole picture must considered. Three 
things examined and related are the predispositions that bias prospective 
buyers, impulses that operate them they are making their minds and the 
attributes the products themselves. 

The social factors conditioning buying are not the same for every product. If, 
for example, there random buying product any given territory, this 
example advertising working directly. the other hand, when you see product 
clustered area, the reason the influence social factors. 

example clustered buying air conditioners. The purchases themselves 
are socially conditioned people want buy what their neighbors have. However, 
the actual brand purchased individualistic. buying something like cigarettes, 
both the product and brand are socially determined. The influence buy social 
identification with others. 

Social stereotypes must known determine the success product. Pro- 
jective techniques are used find out this sort thing. The images social 
group make product acceptable not acceptable. must determined whether 
the stereotype the product's side not. the stereotype against the 
product, direct advertising must used change it. The problem here break- 


ing because people don't like deviate from the social standard. 


the other end the continuum are products which are bought without socia) 
influence kind, irrespective the particular product brand. Examples 
are sugar and salt. planning the advertising, three things much achieved: 
the advertising must hit directly, the media that will reach the most people must 
found and rational factors such price, quality and service must also 
considered. 

Most important know into which category product fits and what extent 
its sales are determined social influences. Only through knowing this can the 


most effective advertising determined. 
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How Should You Select Research Agency? 


Carl Henrikson, Jr. 


research organization effect serves the eyes, ears, and some extent, 
the brains management. Yes, brains, because often times the research organization 
brought into the picture make judgments and strategic decisions. the basis 
data, interpretations, conclusions and recommendations research organizations, 
management makes decisions which may involve millions dollars. 

selecting research organization, company must consider the availability 
research talent within its own personnel and the research services 
required for the particular problem. company may need studies where 
the research organization develops deta covering the over-all field and serves 
some degree management consultants, the problem may the answer 
definitive question limited particular specific phase its marketing. Such 
factors must influence the selection research company. Also, company may 
not need complete exterior research help and may require outside help only one 
more component parts the project, such design, constructing and testing 
questionnaires, interviewing tabulating. This all boils down the fact that 
research requirements and research services differ great deal and that researching 
researchers the only way certain getting the type and quality research 
services needed. How, then should researchers researched? The first step 
find one. Several sources list organizations offering research services. 

The Association Consulting Management Engineers, 347 Madison Avenue, 
New York, New York. 

The National Roster the American Marketing Association. 

Bradford's Directory Marketing Research Agencies. 

The Advertising Research Foundation Directory Organizations 
Conducting Motivation Research. 

The Classified Pages Telephone Directories. 
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Promotion Mailings Research Organizations. 


Personal Inquiries. 

Here lead into the second step, obtaining information about the organizations 
which you can base your selection. boil your list down workable number, 
you might use short questionnaire dealing with the background the 
their experience the particular field and the financial stability the 
Further investigations the candidate organizations should into considerable 
detail. check list criticisms might prepared and the results entered 
several large sheets. 

Some things check are: The reputation for integrity, 
ability, adaptability for project considered, adequacy and convenience staff and 
facilities, financial responsibility, business methods. Knowing something about this 
last can very important saving you little money. any new profession 
unrestricted qualifications practitioners, there are bound charlatans 
intruding for fast buck. 

supplementary check list may desired for research organizations that are 
the "parts business", that is, those offering statistical sampling, questionnaire 
construction, interviewing and tabulation services. 

few further comments that may helpful--By all means visit the final 
candidate organizations their offices, meet and talk with the key staff members 
about your problems. Note how they react your problems. Observe their facilities 
and, possible some their operations. Personal compatibility important 
element success working together. 

Now suggestion. you are basing your decision price, sure find out 
what performed for that price. However, price should never the pre- 
dominant factor your decision, unless estimates submitted are way beyond your 


budget. one yet has been able set specifications for project detailed 


and rigid that every organization would execute exactly the same. 


Can You Fit the Survey the Budget? 


Steuart Henderson Britt 


The answer the title question unqualified yes. The "yes" applies not 
only but all kinds research, After all there great deal more 
than just surveys. 

our agency have least twenty different research areas. This made 
agricultural, copy and motivation research; analysis market trends; basic 
research, consumer preference, brand position, economic and market potential studies; 
package, premium, product, and sales tests; competitive advertising expense, price 
and sales analyses; store audits; and media, public opinion and attitude, and 
readership surveys. Only half dozen these research areas involve surveys. 
Surveys are important but are not the whole 

more basic question than the one above "should you fit the research the 
budget?" This answer varies. The amount tolerable error the sample should 
decided, the odds for the prescribed bounds should determined, and sample made 
these From knowing the size the sample, the the 
survey can There are two possibilities that can occur, when dealing 
with the manufacturer advertiser about research job. The person the 
research will either have idea how much can spend for the job 
have idea what answers wants and cost will not prime 
person has limited budget and asks for survey that will stay vithin that 
budget, not way beyond that budget your estimates but rather tell him what 
you can within that budget and whether the give him enough 

the person wants complete market research plan drawn up, you should draw 
plan that will the job regardless the cost. Then cost does become 
problem the differences can ironed out through appropriate conferences later 
where the decisions what research can dispensed with, will made. The 
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not allowed spend his money for inadequate research. 

There are two approaches fitting proposed survey budget. One 
specify given degree accuracy which believed needed and then figure 
the cost for that accuracy. the cost too much then can scaled down 
meet the The other approach specify given cost and then figure 
out the accuracy available that cost. the degree accuracy not 
ask for more funds. 

overall test design that shall yield the desired 
mation with the reliability required minimum cost. The problem essentially 
thet supply and demand. The supply being the costs associated with the degree 
reliability required and the demand being what amounts the person would 
willing pay for various degrees accuracy. The intersection the two curves 
determines the choice sample design. 

High accuracy precision only comes disproportionately high 
costs nearly four times much get 4000 interviews than would for 1000 but 
this increase interviewers only gives 50% decrease the standard error, 

Cost variable function the sample size and greater accuracy achieved 
larger samples greater cost. High reliability comes only disproportion- 
ately high price. The accuracy can exaggerated because often com 
pleted survey can still turn out useful provide rational basis for action, 

Most companies not spend sufficient amount marketing research 
the right kind research. Many important decisions are made with too little 
that reduces the area uncertainty. 

Market research agencies should carefully explain their clients the basis 
compensation. While the last few years, advertising charges are well 
stood advertisers, the billing practices agencies for charging for research 


work not all consistent. 


Reporting and Presenting Facts 


O'Dell 


This discussion does not concern itself with the presentation data 

national studies such the Neilson surveys. deals with special studies 

seeking provide specific answers particular problem. 
reporting study results, the crux the matter the relationship the 

marketing researcher management. The report must convince and lead the 

making decisions the company profit. Therefore, the research man must 

sit with management when the study being set find out for what purpose 

made and what the nature the decision be. Many clients tell 

the research organization only the information wanted and not the reason for wanting 
these facts. This does not provide the researcher with adequate basis for doing 

good job. insufficient know that the client wants know why customers 

not buy his product: must also known whether the company intends ap- 


plying the results advertising, pricing, distribution, packaging other 


decision. 
presenting the report, two alternatives may used. First, give concise 
summary conclusions followed supporting data; second, present the evidence and 


build the case, reaching the end logical conclusions. Executives often state 
they not have time read report. This wrong position take. Any study 
that justifies decision requires study the substantiating data insure that 
conclusions have been correctly established. Conclusions can given first, however, 
they follow and substantiate line reasoning and view already accepted 
management. 
The report must persuade. The uncovering data not enough. Reports are 
presented group having various points view, and all need convinced. 
maximum use logic must made. Many reports fall apart this point. The 


standard with major and minor premise and conclusion should used. 
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That is: 


All men are mortal, and Socrates man. Therefore, Socrates mortal. 

market 500,000 sufficient potential market. The study shows 
market 600,000. Therefore, the decision should manufacture. 

Motivational research often falls down because logic not employed. 
premises are not stated and the evidence not shown. Generalizations are reached 
through inductive leaps which far beyond anything that was observed. 

Particular care must used use currect premises otherwise, false 
conclusions will result. 

matters controversial, 

perception's truly fine; 

always see both points view, 
The one that's wrong and mine. 

summarizing, make certain that report centers about decisions your manage- 
ment making differentiate between gathering data and solving 
make your reports persuasive much like lawyer builds his case the criminal 
and your recommendations with maximum use logic and scientific 


methods thinking. 
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RESEARCH 


Dr. Thomas Caywood, 


Caywood-Schiller, Associates 


Operations Research might well defined the exacting and critical 
application the scientific methods scientists and subject specialists 
the subject basic flaws governing given operation. Its purpose 
give administrators basis for predicting the most effective results 
operation. Considerable advances have been made the last ten 
new tools aid the executives solving problems regarding the management 
complex operations, These advances are largely result the physical 
scientist and the These people have called themselves 
erations analysts and their work called Operations Research, 

number techniques which are useful the marketeers are the 
general probability theory and linear programming. These will discussed 
later. 

There are some that feel that Operations Research has not solved any 


the problems that the marketeer the marketeer the person who 


collects data about marketing manner which some deity has laid down, 


then inclined believe this. But the marketeer can one who in- 
terested executive's decisions that may made the basis the 
data collected. Let illustrate the possible use marketing data 
quantitative manner simple example inventory control. 

manufacturing companies that operates machinery one needs keep 
stock spare parts hand, The problem here that there too much 
hand there undue amount capital tied and the stock too 
small production time will lost. The same problem applies manufactured 
goods, Let cite you 


The Company sells ice cream products the All-Star football 


game, They would, course, pleased know advance the precise de- 


mand for their product the game. this way clear they could max- 
imize their profit. The sales volume obviously function large number 
variables too numerous the basis knowing some the 
variables, sales forecast can prepared such manner produce 
probability distribution the expected typical distribution the 
probability sales plotted vs. number sales, The company can also pre- 
pare chart the expected profit function the number ice cream 
bars purchased. this case the optimum purchase point neither the max- 
imum point the sales probability chart nor the expected value the sales 
forecast but considerably less with the mark-up small. Not only the 
sales forecast important, but also some knowledge its reliability, 
difficult thing consumers sales but much less difficult the case 
machine breakdown. 

deciding upon the location new factory the marketeer concerned 
with distribution well other factors. This where distribution an- 
alysis comes in. The topic linear programming has made contribution 
the simplification the analysis cost shipping and can fact in- 
dicate the minimum and routing for distribution example, 
here greatly reduced example. 

The D.E.F. Company large manufacturer small steel products made 
three widely spaced Its also goes warehouses widely 
scattered throughout the United States. them the needs the 
warehouses and the capacities the factories. The company desires de- 
termine optional route for the products from the factory the warehouse 
for certain month. After the cost this routing schedule has been 
puted one can determine new routing schedule which will optimal with 


the regard cost means linear programming. 


Computer Applications Marketing Problems 


George Petrie 
The large capacity high speed electronic digital computer (or Data Processing 


Machine, more often called) has become indispensable tool many 


segments our modern business complex. Scientists and engineers have 


used this device for over decade solve many the highly abstruse theoretical 
problems ballistics, aerodynamics and nuclear theory well the practical 


problems aircraft design and inventory control. Now the business man finds 


available tool which permits his use two important concepts: 


The selective process that filters out unimportant details and delegates 


routine decisions automatically subsidiary levels, gives him Management 


Exception. 


The orderly rapid review all facts pertinent particular situation 


permits Management Precision rather than management opinion. 


Numerous situations illustrate the use the Data Processing Machine 


connection with Operations Research. one example, the statistical analysis 


certain census information led not only the correct estimate sales potential 


new territory, but also led the actual location the sales outlets them- 
selves. 


Future progress possible through the use Data Processing Machines 


consideration the entire problem the firm rather than just particular 


segments. 


The interrelations between Sales, Production, Warehousing and Distribution are 


exceedingly complex. The stockholder interested overall profit and not just 


the profit one particular division. 


Only means the Data Processing 


Machine possible analyze these difficult interactions and bring about the 


Automation the business office. 


Practical Sampling Applications Marketing Problems 


Lester Frankel 


During the past years, Sample Survey has grown from minor research tool 
Social Research research device Market Research. 

Growth sampling has been rapid and dependent mathematics that 
unless the market researcher has grown with skilled mathematician, 
inclined look askance sampling and leave the expert. 

many people market research, the phrase synonymous 
with This not true. sample survey involves the following opera- 
tions: the design and statement hypotheses, questionnaire preparation, selection 
the sample, field work, coding and editing the completed quest, tabulations, 
computation the sampling error and the analysis. Complete enumeration differs 
from sample that the sampling and standard error operations are omitted. 

get the most accurate survey, all these things must work together produce 
the most overall accuracy. 

the development any discipline, there point where have pause, 


take stock what have, and examine the fundamentals. The examination gives 


insight into the sampling operation, puts into good position evaluate samples 


and also helps participate the development new sample designs. 
For this purpose, want call attention the concept 
means access the population under study. The frame the structure from 
which complete census made sample selected. frame population 
consists elements such that, one, all elements cover the entire population under 


study and, two, each element rigidly defined. Without frame, may happen 


that census some people will interviewed more than once and others will not 


interviewed all. 


Examples frames are for.all counties the United States, for one country, 


blocks cities plus segments rural areas, recent customers manufacturer-- 
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frame 


card file containing card for evry purchaser, business establishments--a 
complete and satisfactory list. 

There tendency for some people consider frame the same listing, 
the example above see that listing any one special type frame. 
fact, frame may consist set rules for forming the elements. Thus can 
visualize frame mile square units area all over the country. wish 
sample 100 square miles. specifying the procedure whereby will create 
these areas and specifying the method selection, can locate where the sample 
areas would fall had actually divided the entire country according our 


procedure. 


ce 
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DICK, and AZOGRAPH are registered trade marks Dick Company. 


NOW keep duplicator the 
office 


It’s new, easy way make copies written, 
typed and drawn material hurry—for example, copies con- 
fidential memos, special reports and the like. Here process 
that low cost and clean—completely clean every step 


the way—clean the preparation masters through the pro- 
duction copies. 
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you can bind all types 
literature 
with MODERN 


PLASTIC BINDING 
and/or 


METAL LOOSE-LEAF 


4 


Adds color compels attention 


Pages lie easily 


Saves time and readership POPULAR 


PLASTIC LOOSE-LEAF 
BINDING STYLES 


Cerlox Wide-Back binding 
two-piece cover—full length 


style 


Cerlox Narrow-Back binding 
one-piece cover—full length 
style 


\ 
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Cerlox Narrow-Back binding 
one-piece cover—dual style 


binding 


two-piece cover—full length 
style 


Cerlox Narrow-Back binding 
two-piece cover—dual style 


Cerlox Narrow-Back binding 
square-back cover full 
length style 


Cerlox Narrow-Back binding 


style 


GBC Metal Loose-Leaf bind- 
ing one-piece full 
length style 


MODERN 


BINDING 
SYSTEM 
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EXECUTIVE 
Management Reports 
Plans 


SALES AND ADVERTISING 


Presentations 


Designs 
Contracts 
Confidential! Papers 


Market Reports 
Customer Records 
Sales 


ph 
Policy Manuals 
Business Surveys 


Price Lists 
Photographs 
Saies Portfolios 


Corporate Records 
Affidavits 
Leases 


Promotional Scrap Books 


Sales Programs 
Promotional Aids 


Agreements 
Organizational Charts 
Appraisals 


Customer Records 
Training Data 
Sates Forecasts 


Minute Books. 
Forecasts 
Salary Evaluation 


Service Manuals 
Territorial Breakdowns 
Route Books 


Projects 


Departmental 


Advertising 


ACCOUNTING 


FINANCIAL 


Financial 


Chart Accounts 
Customer Lists 


Checkbook Stubs 
Vouchers 


Depreciation Schedules 
Maintenance Records 


Computations 


Cost Studies 
Purchase Requisitions 


Tax Records 


Worksheets 
Tabulated Reson 
x. 


Budgets Payroll Books inventories Investment Records Cost Controls System Studies 
ENGINEERING 
RESEARCH Blueprints Plant Layouts Product Design Surveys Reference Material Qualitative 
Reports Field Reports Tooling Programs Process Controls Recommendations Questionnaires Case 
Data Methods Analyses Experimental Procedures Briefs Patent Data 


ADMINISTRATION File Records Compensation Plans Employment Records Government Regulations Plans Inspection Report 
Telephone Directories Announcements Reports Agendas Appointment Books Competitive Bids 
Bulletins Priorities Summaries Procedures Pension Data Documents 

PRODUCTION Charts Time Studies Personnel Records Delivery Commitments Studies Safety 
Instructions Parts Lists Work Sheets Job Evaluations Job Costs Quality Records Standards 
Schedules Specifications Maintenance Reports Labor Controls Estimates Perpetual Inventories 


PUBLIC RELATIONS 


EDUCATION Directories Lists Contests Civic Reports Instructional 
House Organs Vital Statistics Recreation Programs Scripts Records Course Outlines Speeches 
Text Books Programs Examinations 


ndbooks Yearbooks Bibliographies 


Organizati all have 


typewritten, printed duplicated material more than one sheet may 
seconds—the modern GBC PLASTIC BINDING and/or METAL LOOSE-LEAF 
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The MODERN GBC BINDIN 


1, NARROW BACK. . 
easels, 
material styled 


Appearance 


ADD PRESTIGE AND NEW APPEAL your printed mate- 
add second color your inside black and white 
printed sheets (the Cerlox plastic binding element lends 
color where most effective) provide additional 
color your two more color printed pieces. 

USE COLORFUL PLASTIC BINDING AND GBC COVERS 
limitless variety combinations match and contrast 
covers contents Cerlox plastic bindings retain their 
original beauty forever. 

IDENTIFY YOUR PLASTIC BOUND MATERIAL blue 
for production records green for sales information 
identify your product company using your established 
colors your plastic bound material. 

PERSONALIZE YOUR BOUND MATERIAL title imprint 
the plastic binding the back any GBC Loose-Leaf book 
your design and specifications. Tailor-make presenta- 
tions and proposals fit your specific prospects. 

PAGES ARE NEATER—CLEANER the multiple rectangu- 
lar rings both the plastic and metal loose-leaf provide 
stronger, firmer grip sheets—eliminating excess 
“play” torn disarrayed pages. 


Economy 


extra cost Less bulk, weight and postage 
special protection longer life. 

ASSEMBLE MATERIAL NEEDED bind only applicable 
pages for prospects who request specific information 
save money printed material that would wasted and 
yet focus attention selected items. 

SAVING and CONVENIENCE save time and money 
avoiding delays and costly packing and repacking 
material sent outside sources convenience ex- 
pediting urgent confidential material Complete 
operating simplicity eliminates set time special 
training. Bindings and cover supplies inventoried all 
principal cities for immediate delivery. 

LASTS LONGER the clean, brilliant appearance and 
high polish Cerlox plastic binding and GBC Metal 
lasts indefinitely bindings are strong and 
durable—will not break distort any way 
formulated under the most precise and rigid controls. 
KEEP MATERIAL CURRENT—PREVENT 
change contents quickly and easily, both the plastic 


J 
SYSTEM 
back 
Used with GB 
binding 


PLASTIC 
for 
covers and all 


Extremely flexible type binding 
stands twisting and bending. 


PLASTIC binding ty 
2. Extends full length down 


concealing 


imnte 


METAL 

mui 

3, The ulitimare itilixe 

plas 

into one 


same 
the 

binding 
hing and 
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binding metal loose-leaf invaluable money- 
saving feature for price and parts lists and other booklets 
subject revision. 


DUAL BINDING FOR ADDED 


Dual binding uses two short lengths plastic binding and 
offers five distinct advantages: 


Saves material—utilize odd lengths, 
Obtains dramatic keeping center 
free punched holes, 
Obtains free area backbone one-piece cover for 
imprinting your company name, 
Binds books longer than the capacity binding machine, 
Makes book completely flexible. 


ege 
Utility 

Pages lie perfectly flat turn easily fold back 
material. 

the paper stock, pages lie perfectly flat turn easily 
the smooth, polished rings the plastic binding the 


“center 


BIND ANY TYPE MATERIAL tissue, metal foil, heavy 
paper cover stock—even rigid Vinylite—and sample sheets 
nearly kinds may bound this modern way. 
BIND ANY letters, leaflets, maps, photo- 
graphs and similar items various sizes are easily bound 
into book and including diameter. 


ADD SHEETS any Cerlox plastic bound book without 
opening the rings. Slot punched sheets 
(T-shaped) are held securely place and may readily 
inserted changed the plastic bound book. inex- 
pensive slot-punching machine available. This 
loose-leaf feature applies only Cerlox plastic binding. 
The GBC Metal Loose-Leaf opens and closes manually and 
uses the standard punch. 


The GBC System provides all necessary machines and 
supplies for any your confidentially and 
promptly and efficiently bind any your material within 
your own organization. 
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BIND. Choose length 
GBC plastic binding 
the desired color and cor- 
rect diameter. Cut 
length with any pair 
scissors. Place binding 
element into position, pull 
lever forward the hand 
binding machine (Model 
12-D) depress pedal 
foot machine (Model 
16-FB). The spreading 
fingers move sideways en- 
gaging the plastic rings 
and downward opening 
all rings simultaneously. 
Slip punched covers and 
sheets onto the open rings 
return handle and the 
binding snaps shut. Re- 
move the bound book. 
(Note: The GBC Metal 
Loose-Leaf binding re- 
quires binding machine 
the binding snapped 
open and shut manually 
for insertion removal 
sheets.) 


Anyone can produce beautiful GBC bound 


> 


PUNCH. Set paper guide center your 
sheets under the punching dies insert 
paper push down handle. Paper pre- 
cision punched. (Note: Manual operation 
completely eliminated with the electric power 
punch Model 116-EP, and replaced 
foot-operation the foot-power punch 
Model 16-FP). 


The standard GBC punching pattern pro- 
duced all GBC punching machines will 
accommodate both the popular Cerlox plastic 
binding (Wide-Back and Narrow-Back) and 
the new GBC Metal binding. 
Punched sheets may readily interchanged 
between the plastic and the metal loose-leaf 
binding since the metal rings the new GBC 
Metal Loose-Leaf are exactly the same size 
and spacing the plastic bindings. 

Thus, one punching pattern combines 
three distinct binding methods—Cerlox Nar- 
row Back and Cerlox Wide Back plastic bind- 
ing and GBC Metal Loose Leaf binding—into 
one superb, universal, modern binding system. 


How 


BINDING MACHINE 


PUNCHING MACHINE 


Both machines are made for the ultimate fast, easy operation 
and trouble-free performance. Simple, functional design elimi- 
nates unnecessary bulk weight machines may con- 
veniently operated on any desk, table or counter. Anyone can 
operate, These streamlined machines are low-cost adaptations 
power-driven, production equipment. 


Punching head............ 12” punching dies (21 punches) 
Overall dimensions......... deep, high 
Overall dimensions......... wide, 12” deep, high 


low-cost punching machine—revolutionary design, produc- 
tion capacity strong, durable, yet lightweight and compact 
for high performance, trouble-free, multiple punching. Costs 
less than equivalent punching dies for old-fashioned punching 
equipment. Average operator can easily punch 10,000 sheets 
ordinary paper per hour. 


Punching head............ 16” punching dies (28 punches) 
Overall wide, 19” deep, 34” high 


MODEL 116-EP 
ELECTRIC POWER 
PUNCH 


superior, multiple-punching machine for maximum efficiency 
high speed, lightning-fast action lightweight, yet 
rugged. Features new lifetime sealed power unit and automatic 
die return. Tool steel, hollow ground, precision dies. Lowest 
priced, highest performance power punch anywhere—everl 


Punching head............ 16” punching dies (28 punches) 
Overall Dimensions............ wide, 19” deep, 34” high 

MODEL 16-FB 

FOOT-POWER 

is) 

BINDING MACHINE 


Here handsome new plastic binding machine—new de- 
sign and operational efficiency. Handles all sizes, styles and 
diameters Cerlox plastic binding elements, Semi-automatic 
operation machine accomplished simply depressing 
and relecsing foot Both hands operator are free for 
handling book. Easily moved. 


Overall 48” wide, 19” deep, 34” high 


FOOT-POWER 
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COVERS 


For every binding application 
Popular GBC Covers are inventoried for your 
convenience and immediate delivery all 
principal cities. 

Complete assortment handsome, distinc- 
tive covers offers styles and sizes for every 
application requirement. Direct-from-mill 
arrangements guarantee faster service low- 
est prices. 


NOW, complete line attractive, color- 
ful, economical stock covers for every purpose 
catalogs, reports, man- 
and other printed literature, Designed for 
use with Cerlox plastic binding and the new, 
sensational GBC Multiple Binding, 
these distinctive covers provide the final touch 
for assembling loose pages into smart, atten- 
tion-compelling GBC bound books. 

GBC Stock Covers are available wide 
selection styles, finishes, colors and weights 
from low-cost, sturdy grain paper types, the 
sparkling beauty Cerlox Vinylite, and the 
rich, impressive quality and GBC 
plastic-sealed covers. 

All GBC Stock Covers are suitable for use 
with sheets measuring 
lend themselves ideally all types finish- 
ing and decorating processes. 

The plastic binding covers carried stock 
are primarily two-piece the Metal Loose- 
Leaf Covers feature one-piece wrap-around 
construction. However, all GBC cover mate- 
rials may furnished special sizes and/or 
styles (see the range binding styles and 
covers illustrated the front this folder). 
Our Free Sample Cover and Binding Service 
will pleased aid you planning and 
designing your covers. will recommend 
the proper types cover and decoration 
fit. All GBC Sales and Service Offices, located 
every principal city, are staffed offer you 
immediate stock cover and decoration service. 
They will also plastic bind samples and furnish 
dummies charge. 


AND 


RATED HOURLY CAPACITY GBC MACHINE MODEL 


The performance capacities shown below are based average book 
11” (70 enamel, Ib. offset bond body stock), two 
piece covers cut flush and does not include preliminary operations such 
cutting, trimming, gathering cover making. 


PUNCHING 
GBC Punching Machine Sheets per Hour 
20,000 
BINDING 


Everything else being equal, the biggest variable binding speed the 
diameter the book. The smaller the diameter the faster the binding 
speed—this accounts for the range production capacities models 
listed below. 

GBC Binding Machine Books per Hour 


Binding Corporation 


Everybody has countless applications for the mod. 
ern GBC Binding System (consisting 
plastic and metal loose-leaf bindings, covers, 
supplies) within any organization regardless type 
size. 
indication the universal acceptance 
modern binding system may seen the 
character the handful GBC customers 
below. 
INDUSTRIALS Crane Co., Chicago 
Gulf Oil, Pittsburgh General Motors, 
FINANCE Federal Reserve, Chicago Harris 
Savings Bank, Chicago Chase National 
New York Mellon National Bank, Pittsburgh, 
SERVICE Young Rubicam, New York 
York Arthur Andersen, Chicago. 
John Hopkins University, Baltimore Western 
serve, Cincinnati Cornell University, 
Carnegie Institute, Pittsburgh. 

SCHOOLS Arkansas School for the Deaf, 
Rock Austin High School, Chicago Ben 
Grade School, Indianapolis Board 
Milwaukee. 

INSURANCE Hartford Fire Ins., Hartford 
politan Life, New York Federal Old Line 
Seattle Omaha Reserve Life, Omaha. 


Central Intelligence Agency Public Health 
TRANSPORTATION AND UTILITIES Matson 
gation Co., San Francisco Milwaukee Gas 
Light Co., Milwaukee Southern California 
Co., Los Angeles Chesapeake and 
Cleveland. 
INSTITUTIONS AND ASSOCIATIONS 
Lumber Association, Washington National 
Club, Denver Community Chest, Houston 
bus (Ohio) Chamber Commerce Mayo 
Rochester Boy Scouts America. 
COMMUNICATIONS AND PUBLICATIONS 
York Times American Telephone and 
New York Time, New York RCA, 
York Northwestern Bell Telephone Co., 


Capacity GBC Plastic Bindings 
A Maximum number of sheets 
108 
148 
188 
112 224 
130 260 
150 300 
170 340 
200 400 
225 450 
250 500 


*This includes covers when they do not exceed the weight of the 
binding stock. 


Diameter should always be Ye” lorger than actual thickness of book. 
Metal loose-leaf available and 
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Magnetic cores are intricately woven into 
copper-wired frames become the “memory” 
powerful IBM electronic data processing 
machines such the new IBM 705. 


the making 


Magnetic cores, each one actually little larger 
than the head pin, are shown here dra- 
matically magnified the microcamera 
they are taken from heat-treating kiln. Their 
ultimate function: store “remember” in- 
formation fed into IBM electronic data proc- 
essing machines for business. 

They also illustrate IBM’s leading role ap- 
plying the latest electronics advances data 
processing. Out this continuing leadership 


IBM has come today’s “quiet revolution” 


American business methods. 


almost every field activity, from funda- 
mental research and engineering calculations 
everyday business accounting, IBM data 
processing rapidly narrowing the critical gap 
between problems and decisions. 
International Business Machines Corporation, 
590 Madison Avenue, New York 22, 


DATA 
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WORLD’S LARGEST PRODUCER 
DATA PROCESSING MACHINES 
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FOREWORD 


The proceedings include thirty-two papers delivered 

before the National Conference the American Market- 

ing Association the Roosevelt Hotel New York City 
December through December 29, 1955. These papers 
provide important contribution marketing know- 

ledge, and thus was considered advisable reproduce 

them permanent record. 


was not possible reproduce the program its 
entirety. With regret, was decided not include 
write-ups the Special Interest and meetings 
because the magnitude the task recording verbatim 
the discussions. addition, very few speakers did not 
prepare paper. Those papers which are included, how- 
ever, are reproduced their entirety; that is, none have 
been condensed summarized. 


The National Conference Committee would like express 
again their appreciation all those persons who appeared 


the program. should also like thank all members 


the New York Conference Committee for their help and 
cooperation conducting this conference. 
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HINDSIGHT STILL TWENTY-TWENTY 


Henry Schachte 
Levers Brothers Company 


think only fair confess that thinking about this 
audience found myself reasonably confused. think 
marketing term has perhaps changed faster than the 
nature your organization, and frank confess I'm 
not quite sure what kind marketing people have 
the audience today. That simplifies problem consid- 
ably, because have decided, against that background, 
that can't talk about marketing for fear confusion. 
Therefore, will talk about business which, its 
relation you, mostly advertising. 


Now, this, recall, the second day after Christmas. 
You know how is: Christmas Day you have roast 
turkey; the following day you have sliced cold turkey; 
and the second day after Christmas--hash. 


Now intend drop into the casserole today few little 
tidbits this and that, and perhaps will come out 
hash that will tasty your liking, perhaps not. 
But what have for you few random observations 
about marketing and marketing research being 
perpetrated these days. 


want explain and apologize little bit for the title 
talk. used work for very wonderful guy the 
name Brian Huston, and his expression about his 
hindsight being 20-20 was one leveled frequently. 
would pontificate something that had happened 
several months several weeks before, and would come 
some very obvious conclusion. Then would always 
say, hindsight 20-20, too." 


The first little tidbit which drop into the casserole 
should labeled the next few days you 

will hear many people speak favor marketing;_ that's 
the popular thing gathering like this. went 
school back the very early 1930's when was popular 
damn those marketers who went out and persuaded 
people buy things they didn't need. This was wrong. 
fact, was probably immoral. think have all been 
told enough times that people bought only what they 
really need today our gross national output would about 
one-third whatit is. 


Nevertheless, the progress have made this country 
has happened because people like you, and hope like 
me, who have persuaded some people buy some things 
they really didn't need. 


Obviously marketing becomes more and more important 
that kind situation. You could get quite eloquent and 
patriotic about the obligations marketing men today 
keep this stimulation behind our total economy. con- 
cern comes from this observation: while marketing has 
become more and more important function, the 
scientific approach marketing becoming less im- 
portant. don't think should less important, but 
think becoming less important, and perhaps can 
show you why. 


Sometimes it's pretty simple see where have erred 
the past our marketing practices, but strikes 


that the majority the research conduct guide our 
so-called scientific marketing merely measure 
what happened three months ago the super markets 
six weeks ago the street store down the street. 
Actually nothing can done about it. It's over. It's not 
retroactive. 


concerned with much the research that 
because has real value, because measure what 
has happened and not why has happened. think 

measurement what happened any value all. 
That's broad statement, but mean it. can find 
out why happened, think can project that experience 
into the future. 


look forward the day when won't have have 
store eyes tell what happened the store and from 
this try imagine what happened some women's 
minds. hope will measure the minds--and maybe 
then try estimate what happened the store. 


This second little tidbit have dropped into the casserole 
might labeled: "We Are Living Too Much the 
Measurements the Past." 


How many people read the that ran last month? And 
can't thing about it, because don't know why. 
How many people heard the show? How many people 
bought 


measurement what has happened gives almost 
guidance the marketing man who has plan what 
tomorrow. 


I'm very concerned with the researchers who are against 
the measurement bias. hear great deal dis- 
cussion about research eliminating the biases and how 
essential is, but you can't create bias the 
woman's mind, I'm out business, because that's what 
advertising is. That's what advertising men try do. 


you can't measure the extent the bias, you can never 
measure the power the advertising. drop another 
little tidbit here: Can look the possibility 
measuring things that actually occur the total marketing 
cycle, including the biases created 
Without that measurement what guidance you give 
the marketing man who has tomorrow's quota worry 
about 


have feeling that great many researchers and mar- 
keting people don't really understand how sale made. 
It's complicated thing, but can made very simple. 
can understand what constitutes sales process, 
then can learn how measure the influence all the 


There are only few things that the total marketing 
activity trying do. First, people must know some- 
thing about what you have for sale. Second, they must 
want use it. Third, they must able find it. 


When they find it, must (if package product) 
the right size, must convenient, and must 
the right price. And, once they use it, they must want 
use again. 


other words, any product service must known, 
wanted, available, convenient, valuable, and worth buying. 
And that's all there marketing. 


One the difficulties that have had trying make 
the scientific approach marketing more practical 
that don't understand that these functions interact. 
research among 2000 people test one product 
against another. research another 2000 people 
find out whether they know the product, and whether they 
understand and remember the advertising. Then re- 
search another couple thousand people see they 
have used the product and what they think it. 


you don't measure all these things with the same 
people, you don't measure advertising and marketing 
actual functions. 


Let assume that have conducted advertising cam- 
paign product interest and importance you, and 
have persuaded all you storm the stores buy it, 
and wasn't there; you found it, you bought it, and 
you didn't care for it. 


Now, you don't measure all those things together, you 
can never measure the proper interreaction the various 
functions marketing. The interreaction what con- 
trols whether not you sell--and believe me, that's 

what marketing man business for. 


Now, each these points are trying find out the 
relationship between knowledge, attitudes, and action; 
and can keep that simple sure can get 
more meaningful and more helpful research. 


Now, know this relationship, then are getting 
something which projectable. Sometime ago was 
very interested reading all the research about pro- 
duct. Every piece research had indicated first 

that was superior product. was all odds the best 
product the market blind tested. There was nothing 
wrong with any the parts its marketing, and yet 
was losing business. 


You can visualize the kind situation that might occur 
you measure all the marketing functions individually. 
might possible for product score highest 
each one these points and still lose business. you 
want know why, any super market, did again 
last Saturday for weekly indoctrination, and watch the 
ladies gallop through with those little go-carts. 


The average woman, has been said, takes about six 
seconds decide which brand buy, and suburbanite 
living Connecticut I'd say takes one second. They 
know what they want. Their minds are made up. 


chagrined and surprised the amount money that 
goes into activities that reduce prices the point 

sale, and sure that the woman has the brand decision 
made half the time and does not stand front the dis- 
play and examine the various values that are advertised 
and then decide that two cents less this one makes 

better value than full price another one that she 
customarily buys. This unrealistic approach the 
why marketing. 


the same vein would like say few unkind things 
about what does product testing. think have 
misconception. advertise our products against com- 
petitor's, and tests better--somehow always does. 
And seems blank assumption that because the 
product better going outsell the other fellow's-- 
and women don't buy that basis all. 


have never been kitchen yet--and have been ina 
lot them--where the woman brought home two brands 
whatever was, ripped off the labels, marked one 
and one and called the family around for taste-testing. 
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She buys only relation the promise. The promise 
something that was said her something she read. 
She judges the product not relation all the factors 
about all the other products the market; she judges 
entirely the basis how well lives the pro- 
mise that attracted her the first place. 


wonder really believe research and its power? 
wonder have enough humility about what good re- 
search actually can do? 


have been some meetings when seemed that 
people were more concerned about making point 
winning argument than they were over getting the 
truth what marketing can do, what research can do, 
what the scientific approach can marketing. 


know this pretty corny. It's even little sophomoric, 
but think ought have real dedication the power 
that represented the scientific approach market- 
ing. think what our basic responsibility 

our companies; realize the millions dollars that 
can saved more efficient marketing methods; 

really believe the truth the consumer's answer 
and the guidance can give doing more efficient, 
more effective marketing job, think will progress 
lot faster than now realize. 


this point would like drop another tidbit into this 
rather heavy casserole. sould like talk about adver- 
tising agency research. had the responsibility not too 
long ago making money for advertising agency. Be- 
lieve me, it's complicated process. 


Now, there are some things you can and some things 
you cannot advertising agency. You have hire 
copywriters; you have hire artists; you have turn 
out the work; you have send out the contracts; and 
you certainly have send out the bills the clients. 
Most important, you have have sum money avail- 
able for expense accounts. 


There only one controllable variant, and that re- 
search. 


percent commission good not, but think there 
much too much politeness between agency and client 
the whole subject research. think are all adult 
enough know that the advertising agency supposed 
make money. make good money our business, and 
expect our suppliers the same. 


the difference between profit and profit good, 
thorough research job, there's reason hide the fact. 

quite disturbed about what think the lessening 
the research job done the agencies behalf their 
assigned products. Oh, certainly they the cosmic things 
about the millions that you can reach with TV; but the 
basic research which tells them how sell your stuff, and 
more important the basic research that checks see what 
happened after the advertising has been on, seems get 
less emphasis all the time. 


Those you the agency business will not offended-- 
I'm one your ex-brethren--but occurs that ad- 


vertising agencies not always love their clients 
April, when the sales results are supposed come in, 
much they did December when the advertising pro- 
gram was for approval. can remember being asked 
all sorts questions prove some points about 
vertising campaign that was trying have approved, 
and seemed that could always find answer; 
but six months later when the client wanted know what 
was getting for his money, particularly when sales 
weren't going too well, found myself very confused 
young 


think that's wrong, and think everybody's fault. 

think comes back the fact that clients and agencies 
have not been fair one another the whole area 
research. 


usually research our points difference--and can 
some almost ridiculously small point. The client 
wondered whether some word the headline had been 
understood. didn't worry about the campaign such, 
but will this word understood 


spend $3-1/2 million total program which 
that word was small, unimportant point. 


say, I'm not plumping for change the percent 
commission system. think just ought little 
more honest with one another. 


Now, there another thing would like talk about, and 
some the other things have been misunderstood I'm 
sure this one will. This 25-minute topic that will 
cover five minutes, but think owe myself try 
it. 


marketing today have what known the brand 
manager. The brand manager is, effect, the president 
brand. runs though were his own company. 
charge all the functions marketing that 
into the sale that brand which assigned. 


think are finding, more and more companies turn 
the brand manager kind selling, that much 
easier change the table organization than 
get the people populate it. think are going through 
awkward age right now, and think ought 
patient and honest with one another. have read two 
occasions the description brand manager. Believe 
me, there isn't one guy the whole world who could 
probably live all the things that apply brand 
manager. supposed know absolutely everything 
about absolutely everything. 


There are some real dangers the situation. Giving 
man authority and control does give him responsibility. 
Brand managers are recruited from number different 
areas, and source some interest and some con- 
cern that relatively few them are recruited out 
marketing research. 


Let's face the fact that are going scientific 
marketing approach, brand manager should have 
excellent understanding research. But you can't sell 
the brand manager better research than knows how 
use better research than understands. 


try advance scientific marketing over the next 
few years, will have develop this country brand 
managers with the kind long-term training that this 
responsibility requires. major problem. 


POPULATION MIGRATION--WHO'S MOVING WHERE, 
AND ITS MEANING MARKETING PEOPLE 


Howard Brunsman 
and 

Henry Shryock, Jr. 

Bureau Census 


Within the past year have had the pleasure meeting 
with many the local chapters the American Market- 
ing Association. The representatives these meetings 
have reemphasized their interest statistics the total 
population the United States and the various areas 
within the United States. Their interest arises from the 
facts that people are markets and the figures number 
people are needed the measure the markets for 
many products. 


But the population total changes. The Bureau the 
Census has devised population "clock" which dis- 
play the lobby the Commerce Building Washington, 
One set lights this clock flashes every eight 
seconds indicate that the number births the United 
States running the record rate over million per 
year. Other series lights flash indicate that 
immigrant enters the United States every minutes, and 
that emigrant leaves every minutes. Thus, the 
average, the population increased person every 
seconds; and the dial the top the display turns over 
show the addition the current total the popu- 
lation the United States. Some the visitors who view 
this display have the impression that obtain our popu- 
lation figures from the current reading this dial. 
must disillusion them, however, reporting that ad- 
just the reading the total regular intervals allow 
for variations actual population change from the 
standard factors built into the machine. Our current 
estimate indicates that the total population the United 
States exceeds 166 million, representing increase 
million, about percent, the years since 
April 1950. 


Improvements medicine and public health have re- 
sulted dramatic reductions death rates. But these 
improvements have had more effect reducing deaths 
among the very young than among the middle-aged and 
older people. They have, however, permitted more per- 
sons survive the middle and older years. There 
have been very great fluctuations birth rates. The 
effect these apparent not only the number 
babies; their impact can also traced into the age 
structure future years. The most dramatic example 
the decline number births the low the middle 
1930's, and the tremendous increase the postwar 
period. 


result the period low birth rates, the population 
15-29 years age declined million persons, 
percent, between 1950 and 1955. And because the 
recent high birth rates the number children under 
this same 5-year period. This increase children ac- 
counted for three-fifths the total population increase 

this period. 1955, there were nearly twice many 
children under young people 24. 


The population years age increased percent 


during this period from 1950 1955, and this increase 
was more than sufficient offset the decline the 15- 
to-29-year group. The group years age in- 
creased percent, whereas the number and over in- 
creased percent this period. 


Migration from abroad has made only slight contri- 
bution the increase since 1950, but the heavy migration 
earlier years has left its mark the current age 
structure the population. Most the immigrants who 
now arrive the United States are under years 

age. 1950, the foreign-born represented less than 
percent the population years age and 
even smaller portion the younger age groups. But 

the foreign-born accounted for 1/10 the 1950 population 
years age and for more than 1/5 the popula- 
tion and over. 


have recently completed revision our projections 
the population the United States 1965 and 1975. 
These revisions have been made necessary the fact 
that actual growth the past years was greater 1/2 
million than that indicated the highest our four pro- 
jections prepared about 2-1/2 years ago. The new pro- 
jections yield estimates population ranging from 186 
million 193 million 1965, and from 207 million 
228 million 1975. These projections are especially 
valuable the light they throw changes age groups. 
broad terms, they show tremendous increase 
children and young people school age, continuing 
decline some the age groups the principal working 
years, and continuing increase the group over 
years age. 


are able estimate the current population the 
United States whole with high degree precision. 
fact, the actual count April 1950 was only 1/20 

percent smaller than our estimate based births, 
deaths, and net migration from abroad. similar 
manner, the figures natural increase the States are 
very good, since they are based primarily actual 
registrations births and deaths. 


the period from 1950 1954, the population 
States declined and registered increases percent 
more. There some variation among areas birth 
and death rates. But relatively small portion this 
variation rate population growth among the States 
results from variations rate natural increase. 
the sole factor population change had been excess 
births over deaths, all except States would have shown 
increases ranging only from percent. 


But the people the United States not stay "put." They 
move from house house, from city city, from county 
county, and even from State State. any area the 
number movers and migrants may quite high without 
affecting the total population the area. some cases, 
however, migration results significant changes the 
population the area. For example, current estimates 
indicate that the 4-year period from 1950 1954, out- 
migration exceeded in-migration more than percent 
the 1950 population each the States Alabama, 
Mississippi, and Arkansas, and the toial population 
these three States declined from percent. 
this same period in-migration exceeded out-migration 
more than percent the 1950 population Florida, 
Arizona, California, and Nevada; and the population 
increases these States ranged from percent Cali- 
fornia percent Nevada. 
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Recent figures are available from the Current Population 
Survey population changes the urban and rural 
areas the United States and the total the 168 
standard metropolitan areas used the 1950 census. 


This survey shows dramatic differences the rate 
growth various types areas. The population that 
portion the standard metropolitan areas outside the 
central cities increased 9.6 million, nearly 
percent, between April 1950 and April 1955. Even though 
these areas contained only one-fourth the 1950 popula- 
tion the United States, they accounted for four-fifths 
the population increase this five-year period. 
the other extreme, the rural-farm population outside 
standard metropolitan areas declined more than 2-1/2 
million. Between these two opposites are the increase 

million, percent, the nonfarm population 
outside standard metropolitan areas and the increase 
million, percent, the population the central 
cities the 168 standard metropolitan areas. These 
figures indicate that important shifts are occurring 
the distribution people among various types areas. 
There actual movement away from farms and 
movement into the suburbs the larger cities. 


The Bureau the Census has not prepared estimates 
the current population the separate standard metro- 
politan areas. The following quoted from recent 
analysis Rand-McNally and Company relating 
population changes from 1950 January 1955: 


"In Florida and the Far West, rapid growth has charac- 
terized both metropolitan and other areas. Elsewhere, 
however, the two have shown inverse relationship, 
with the least rapid non-metropolitan growth occurring 
areas with the most rapid metropolitan growth. Both 
the North and the South, metropolitan growth becomes 
more rapid one moves westward from the Atlantic 
Coast into the Mississippi Basin. Non-metropolitan 
growth, the other hand, has been greater the 
eastern seaboard than the interior. Very low rates 
non-metropolitan growth appear the western South, 
where cities are growing almost rapidly the Far 
West. This combination fast-growing cities with slow- 
growing countryside reflects the tendency for the cities 
each area grow migration from within the area. 
However, other studies have shown that during the 1950- 
to-1954 period, there was also substantial migration out 
rural areas the middle and western South and the 
Great Plains, principally northern industrial cities and 
California. 


"Generally speaking, the most rapid growth has occurred 
resort areas, smaller cities the West and South, 
especially those with military naval installations, and 
industrial centers specializing aircraft and other 
military production. The least rapid rates are found 
some the smaller industrial centers, especially the 
older eastern mining and textile areas." 


Migration may have different impact various seg- 
ments the population. example, during the de- 
cade the forties, migration accounted for 2.5 million 
persons, nearly 1/4 the total population California. 
The relative importance these migrants was not the 
same for all the age groups within the State. More than 
million the net migrants were young adults between 
and years age and accounted for 4/10 the 1950 
population this age group. The relative importance 
migration was considerably less for teen-agers where 
accounted for less than three-tenths the 1950 population. 


There erroneous belief that the advantages 
California appeal primarily older folks, but migration 
during the decade accounted for only percent all 
people years age and over California 1950. 


have the impression that the mobility the popula- 
tion has increased the postwar period, compared 
with the prewar years. Perhaps some types migration 
have increased. have early comprehensive 
statistics migration during short periods time. 
However, the Bureau the Census has collected infor- 
mation State country birth the decennial 
censuses for many years. The census 1910 showed 
that one-third the population was born outside the 

State which was living the time the census, and 
about four out every nine the migrants were born 
outside the United States. 1950, the portion the 
population born outside the State current residence was 
slightly lower than the 1910 figure. But the portion 
migrants who were foreign born was only two out every 
nine, relatively only one-half many 1910. 


Thus far, have discussed only the net effect migra- 
tion the total population areas and the age com- 
position the areas. But migration not all one 
direction. The grass the other field often looks 
greener. Furniture movers quite business return 
loads. I'm sure that most you share experience 
organization, social club. The membership com- 
mittee one the most vital and most active committees 
each organization. Even though live relatively 
stable area, families are moving out and others are 
moving in; constant uphill fight maintain the 
manner, any marketing organization must inform the 
newcomers about its product and services, will lose 
its clientele. 


every year since 1948, the Bureau the Census has 
obtained information the Current Population Survey 
change place residence each person during the 
year preceding the survey. These surveys reveal that 
each year about one-fifteenth the total population moves 
different county. 


Similar information change residence during 
period was obtained the 1950 census, and also showed 
that 8-1/4 million persons, person 18, changed 
county residence during the year. For analytical pur- 
poses, the counties the United States have been com- 
bined into 443 areas designated State Economic Areas. 
About 6-2/3 million these migrants moved different 
State Economic Area during the year ending 1950. But 
only about 180 the 443 State Economic Areas showed 
net population increase result migration, and about 
3-1/2 million the migrants between areas moved into 
these State Economic Areas. contrast, almost 
million the movers moved away from these areas 
increase. Thus, total about 6-1/2 million migrants 
moved between State Economic Areas produce net 
redistribution little more than 1/2 million because 

migration. Hence, the average, persons moved 
between Staté Economic Areas for each net increase 

person the net population the separate areas. 


similar relationship revealed analyze the move- 
ment population among the four major regions the 
United States the year April, 1949, April, 1950. The 
1950 census shows that total 1.9 million persons 
changed region residence during this period. 


general, this movement was the West and South. More 
specifically, the net interregional movements, order 
size, were from (1) the Northeast the South, 
the North Central States the West, (3) from the North- 
east the West, (4) from the North Central States the 
South, (5) from the Northeast the North Central States, 
and (6) from the West the South. total 1.1 million 
migrants moved these directions. But total 
900,000 persons bucked the tides and migrated con- 
trary directions. 


Available statistics show that migration not equal 
importance for all segments the population. Young 
adults have the highest migration rate, and stability in- 
creases people become older. More than the 
persons years age changed county residence 
the year ending April, 1950, with the rate declining 


The different relationship groups also show significant 
differences migration rates. Among persons 
years old, the combined group children household 
heads and relatives other than wife head, showed the 
lowest migration rate, with about changing county 
residence during the year ending 1950. The young 
household heads and wives heads between and 
showed considerably higher mobility with about 
changing county residence during the year. The migra- 
tion rate highest for residents hotels and rooming 
houses and for those living lodgers private house- 
holds. More than such persons who were 
changed county residence during the year. One 
the household heads wives years age and 
older changed county residence during the year, and 
only about the persons and older, other than 
heads wives, migrated during the year. 


course, children usually move with their parents; and 
since the migration rate highest for young parents, 
also high for children under with such 
children changing county residence. The rate declines 
age. fact, the available statistics confirm the im- 
pression that families with children preschool age 
move different quarters provide better play space 
and schools for their children. But after this move 
completed, families tend stay put until the children 
have completed their schooling. 


After the low migration rate for persons years 
old, the rate jumps changing county residence 
among all persons and 19, these youths leave home 
attend school, seek job, get married. The migra- 
tion rate remains equally high for persons and 
thereafter declines with age. 


Employment status well family status affects migra- 
tion. Unemployed persons looking for work show greater 
mobility than employed workers. 1950, about 

the unemployed had changed county residence during 
the year, compared the employed workers. 
This relationship doubtless results from the fact that 
many persons moved different county search 
job and some them had not located job the time 
the census. Furthermore, the new arrivals have less 
seniority and are more likely lose their jobs re- 
duction occurs. 


The statistics from the 1950 census show that migration 
increases with amount education. County residence 
changed during the year for the persons who 


had completed less than years elementary school, 
but for the college graduates. These statistics 
are restricted persons and over avoid inclusion 

persons still attending school college. part 

this higher migration rate result the fact that 

younger adults are more mobile and have more formal 
education, the average, than older adults; but even 

within each age group, college graduates are more likely 

migrants than are those who finish only grade 

high school. 


obvious that job opportunities broaden with increascd 
education, and college graduates are more likely find 

improve their economic position. This general conclusion 
confirmed the fact that the highest migration rate 

shown workers professional occupations. Sales 
workers and proprietors and managers also show higher- 
than-average migration rates, whereas low migration 
rates are shown for male clerical workers, operatives, 
and kindred workers. 


The fact that men with high incomes show relatively 
high migration rate line with the relationship 
education and occupation. most groups, the migration 
rate for men with 1949 incomes $6,000 more 
substantially higher than that for men with incomes 
$2,500 $3,000. But even higher migration rates are 
shown for persons with incomes $500 $1,500. These 
high migration rates doubtless result from the inclusion 
the low-income group number transients and 
workers who have lost earnings during the year con- 
nection with their migration. 


have reviewed the characteristics the group 8-1/4 
million persons who changed county residence during 
the year ending April 1950. group twice large, 
16-1/2 million, moved different house within the 
same county during this period. Thus, total about 

this period. every year since 1948, the 
group intracounty movers has been about twice 
numerous the movers between counties. some 
years more than one person five moved different 
house one-year period. Many the characteristics 
these intercounty movers are about intermediate 
between those persons who move longer distances and 
those nonmovers. 


Furthermore, migration may produce change the 
character market without changing the size the 
market. All are acquainted with areas our 
hometown that have changed character over the years. 
The section becomes less fashionable and its lower 
rentals appeal different economic racial group. 
The portion city which offers the cheapest rent quite 
often serves the newest arrivals. The occupants such 
areas change the city appeals different group 
new arrivals. There are areas New York that have 
appealed successively the Irish and Italian immigrants, 
then the Negroes from the South, and most recently 
the newly-arrived Puerto Ricans. Entire markets are 
subject similar but less drastic change. 


Also, the act migration creates markets. The most 
obvious the market for moving and transfer--for the 
transportation people, their furniture, and other 
physical belongings. But high portion the demand 
for refrigerators, ranges, freezers, and laundry equip- 
ment comes from families moving into new least 
different quarters. have tendency overlook the 
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fact that our favorite chair becoming threadbare; 

that the rug wearing thin near the door; that the lamps 
are wearing out; that the draperies are faded and dingy. 
When move into new house these facts become all 
too evident. The rugs and draperies won't fit. Thus, 
are the market for new furnishings and new equipment. 
Furthermore, better job often accompanied 
move another city and the migration social one 
well physical one. The old furnishings are not 
suited the new position and the new house, the 
mover the market for new equipment and new 
furnishings. 


conclusion, should like emphasize the following 
points: 


(1) People are markets; therefore, there interest 
the population areas measure markets. 


(2) The population areas changes, sometimes with 
considerable speed. 


(3) The change population areas resulting from 
excess births over deaths relatively uniform; 


the volatile factor population change migration. 


(4) The change population resulting from migration 
may have different impact different portions 
the market, the various age, income, and other 
significant groups. 


(5) The net change population because migration 
the result much larger gross movements. The 
specific persons forming market may change, even 
though the size the market does not change. 


(6) The character the market may change because 
differences characteristics between in- and out- 
migrants. 


(7) Markets for many goods and services are created 
movement are associated with such 
movement. 


Because all these elements essential that market- 
ing experts keep abreast changes the size and com- 
position the markets they serve and the migration 
occurring among these markets. 


WHO THE SALESMAN 


Raymond Mack 
Northwestern University 


The salesman's world has now become every- 
body's world, and, some part, everybody has 
become salesman. The enlarged market has 
become once more impersonal and more 
intimate. What there that does not pass through 
the market? Science and love, virtue and 
conscience, friendliness, carefully nurtured 
skills and animosities? This time for 
venality. The market now reaches into every 
institution and every relation. The bargaining 
manner, the huckstering animus, the memorized 
theology pep, the commercialized evaluation 
personal traits--they are all around us; 
public and private there the tang and feel 
salesmanship. 


Thus spoke Professor Wright Mills Columbia Uni- 
versity his book white-collar people contemporary 
American society. 


occupational status more symbolic the new 
middle classes than that the salesman. The medieval 
guildsman owned his tools, estimated his market, plied 
his craft, and marketed his product. When the guildsman 
had become lonely figure disappearing over the social 
horizon, the entrepreneur was gauging his own market 
and marketing his own product. Even century ago, 
Silas Marner's drudgery-marked era, the middleman 
the domestic system performed his own sales function, 
and deemed minor and unspecialized portion his 
economic endeavor. With swiftness become the more 
astounding historical perspective, the job selling 
the finished product was not only rendered specialty; 

was quite thoroughly bureaucratized. The retail sales- 
person planted behind the department store counter 
stands relation his employer much combat 
rifleman the infantry. The ultimate rationalized 
social organization has been effected; replaceable 
cog. 


But one portion the sales force has managed remain 
aloof from the complete bureau cratization that befell the 
sales clerk. time-clock-chained-white-collar laborer 
the salesman, the mobile company representative. 
Perhaps the basic difference between his status and that 
his more rule-bound brethren caught the phrase 
with which customarily identified the literature 

business administration: the salesman. When 
one has studied this occupational status, difficult 
disagree with Mills' contention2 that the commercial 
traveler's duties have been thoroughly circumscribed 
and standardized that has become highly replaceable, 

unit complex marketing organization. Nonetheless, 
his spatial mobility, his absence from the scrutinizing 
gaze the floorwalker, create for him precious illusion 
freedom. The desire for upward mobility, even for 
chance claim that the possibility for recognition and 


Wright Mills, White Collar (New York: Oxford Uni- 
versity Press, 1951), 161. 


reater rewards exists, feeds well upon such concepts 
the creative salesman" and "the company 


Here position the occupational structure which 
seems offer the ideal middle road society which 
posits success measure morality, and reads the 
s's success dollar signs. The manual jobs the 
labor force, whether skilled unskilled, have ceiling 
both income and prestige. Whatever advantages 
accrue the lower clerical jobs prestige are nearly 
counterbalanced the disadvantages incomes which 
average even lower than those the skilled trades. The 
professions, the other hand, require long years 
education, which, turn, demands both patience and 
money. Managerial positions are rapidly becoming 
professionalized their educational standards; and 
proprietorships, while exempting one from unusual 
number years schooling, demand capital. But with 
only average offerings for employer the currency 
education, and without capital, the mobility myth reads, 
"You can sell! Cash your personality! you have 
initiative and charm, you were born the right century 
and the right country. Enjoy independence work and 
prestige your community--be successful salesman!" 


Almost one and one-half million men labor force 
fifty-five million occupy the status which, contend, 
the epitome the new middle classes, and which, the 
occupational folklore contends, the obvious route 
upward mobility. What sociologists know about the 
salesman? What kind family does come from; what 
kind family does have? joiner, and so, 
what kinds organizations? moving upward the 
social and economic scale? What his ideology? What 
does want from life 


discover the answers these and other questions, two 
assistants and have been engaged research for 
over two years the occupational status salesmen. 
There exists--I hesitate say wealth--but there 


enormous amount literature about salesmen and selling. 


dissatisfaction with existing treatises the salesman 
that they are for the most part unscientific. Most 
the books and articles have seen about salesmen consist 
essays what the salesman ought what 
apparently is, written authors who have sat behind 
their desks and thought about it, who have supervised 
ten salesmen one company one industry and hence 
have appointed themselves authorities all salesmen 
all companies all industries. Many you have 
undoubtedly, the course your careers, invested 
evening trying glean some worth-while information 
from such book. must admit that got certain wry 
pleasure from examining such works, since, ex- 
perience, they are often perpetrated the kind 
author who refers and kind ‘ivory tower 
and "impractical professors who don't 
know about the real world." You will seldom find social 
scientist far removed from the real world that 
writes book topic without gathering any systematic 
evidence it. realize, course, that venting 
wrath the wrong audience; man who contemptuous 
what the social sciences have offer for business and 
such the American Marketing Association. 


social scientist--an industrial sociologist. was 
somewhat startled short while ago when dentist 
assured that had just learned what called “all 
about sociologists." said something appropriate reply 
this, such and said, yes, know 
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about you sociologists and what you do. have another 
patient who's sociologist. has two little boys. 
sends one Sunday School every Sunday and keeps the 
other one home Control." 


Rather than leave the definition specialty there, 
may take few minutes comment social science 
before reporting you what have learned about sales- 
men? suppose that the first logical question dis- 
cussion the social sciences is, "What 


What the unifying factor which leads classify 
certain bodies knowledge sciences? the way 
which the body knowledge obtained; the unity 
the sciences lies their method. Knowledge obtained 
this method referred scientific; men who utilize 
the method add body knowledge call 
scientists; body knowledge compiled the method 
designated science. 


The scientific method itself consists seeking know- 
ledge the basis three assumptions. The scientist 
does not say that data gathered outside this framework 
can true useful; does claim that only knowledge 
gained this manner scientific. proceed scien- 
tifically, assumes that: 


(1) The most reliable method gaining knowledge 
through the human senses: sight, hearing, taste, smell, 
and touch. When person "just has the feeling, deep 
inside him" that the Cleveland Indians will win the World 
Series 1959, does not have scientific knowledge. 
When Aristotle assumed that horse had certain number 
teeth because that seemed reasonable number 
teeth for horse have, did not have scientific know- 
ledge. Had looked inside the mouths some horses 
find out how many teeth were there, reached inside 
touch and count them, would have had scientific 
datum, straight from the horse's mouth. true that 
scientists often use instruments their data-gathering 
but these are nothing more than devices aid them 
their sense perceptions. The most refined gauge must 
house human knowledge. The thermometer does not 
feel temperature; the ruler does not measure 
distance; the stethoscope does not hear heartbeat. 
Each auxiliary the human senses, but the 
eye and ear the person using them which makes 
their sensitive indications scientific observation. 
cases such the research salesmen which shall 
discuss, the questionnaire does not ask questions and 
listen answers; aid the social scientist 
his observations human behavior. 


(2) The most reliable method organizing knowledge 
through the use human logic. There widespread 
belief that scientists are persons who "let the facts speak 
for themselves." Facts never speak for themselves, 
this meant that datum has meaning without inter- 
pretation. Facts have meaning unless they are pre- 
sented statements relationship other facts. 
During our lives, each has acquired considerable 
store knowledge which accumstomed bring 
bear upon each new fact acquires. easy, therefore, 
unaware many occasions that our human brains 
are cataloging the newly presented information with 
reference other information which already possess. 
If, for example, friend informs that the temperature 
outside today are inclined think that this fact 
meaningful all itself. Actually, would take pages 
list all the facts which relate this one. First, 


obviously, each word his sentence has meaning 
because were socialized culture where English 
the standard language. Then, too, are familiar with 
Fahrenheit scale for measuring temperatures, and are 
aware that customary ordinary conversation 
refer this scale rather than Centigrade one. 
know that water boils 212°, that freezes 32°, that 
normal room temperature our society about 68°. 
Our reaction that unseasonably warm today, un- 
seasonably cool, about what one would expect indicates 
knowledge the time year, the geographic location, 
and some information about temperatures this area 
this season previous years. This simple illustration 
facts which have been organized relation one another 
human reason. 


(3) The most reliable method checking knowledge in- 
volves the independent conclusions other competent 
observers. The reason sometimes have wait 
long gain access the startling medical discovery 
announced the Reader's Digest some other well- 
known medical journal that relationship between 
facts seems apparent the experience one competent 
observer, but has not been validated others, and 
hence not yet accepted scientists part body 
scientific knowledge. not unknown human ex- 
perience for one observer see small winged beings 
descending from the clouds, hear them speak him, 
and even touch them. But because other competent 
observers cannot see hear touch them, their 
existence cannot accepted scientific datum. 


summary, then, when (1) observer gains knowledge 
through one more his senses and (2) uses his 
human reason interpret his observation (i.e., relates 

other facts), and (3) other persons sufficiently well 
trained the area being studied see hear touch 
smell taste the same things the first scientist and, 
using their human logic, organize the knowledge they have 
gained the same way the first observer (i.e., reach 
the same conclusions), have scientific fact. 


Having answered the question, "What (at least 
the satisfaction the speaker), are faced with the 
question: can there such thing, then, social 
sciences? "social sciences" mean those bodies 
knowledge which are compiled through the use scien- 
tific method and which deal with the forms and contents 

participate group life. true that textbooks the 
social sciences sometimes detail the social interaction 
living beings other than humans, such ants apes; 
but this usually for the purpose illustrating, drawing 
analogy, some way attempting understand better 
the social behavior human beings. 


All human beings are social. People have interact 

with other people order survive. Since all human 
beings live society, which say that every person 
member some human group, just reason- 
able speak social environment talk, people 
more often do, their physical environment. People are, 
after all, much more profoundly influenced their social 
surroundings than their physical ones. The three-year- 
old son steel mill laborer Pittsburgh who taken 
from his home and reared foster parents steel 
mill laborer's family Birmingham, England, will not 
only talk and act differently from the way would have 

had remained Pittsburgh; will even think 


differently. The change his physical environment will 
have been minimal; the alteration his behavior will 
traceable the difference the two social environ- 
ments. the physicist, the chemist, the astronomer, 
the biologist study the universe which live and the 
stand our physical environment and predict what will 
happen given set circumstances, social 
scientists study the social environment which live 
attempt understand human society and predict 
how people will interact given set circumstances. 


Can there such thing social science? There are 
those who answer, "No!" have here hand (as 
seems fashionable say) statement Raymond Moley, 
whose views this matter will probably surprise those 
you acquainted with his views other topics. his 
column Newsweek, Mr. Moley says: 


foundation-supported research should probably 
limit itself the field health and the more exact 
physical sciences. When foundations enter the still 
cloudy field what quite incorrectly called 
"social science," they ask for trouble. For such 
investigations almost certainly get into ideological 
and controversial matters. Since every dollar 
spent tax-exempt foundation must made 
the generality taxpayers, those who strongly dis- 
agree with the point view the foundation can 
well object requirement that they contribute 
thereto..... 


Tax-exempt foundations might well limit themselves 
limited the war against disease, the 
natural sciences, and grants without strings 
established institutions devoted education, 
religion, true scientific research. 


answer the question, "Can there social science?" 
is, "Why not?" can observe human beings; can 
organize the data which observe; can have them 
checked other competent observers. Why not social 
sciences? Other than say, "There reason why 
not," there are only two answers question, far 

system, which can answered pragmatically satis- 
satisfaction, but not, hasten admit, everyone's; the 
second answer the question reveals, not different 
belief system, but simply ignorance. 


One set answers opposition the application the 
scientific method the understanding human beings 
boils down this: God did not intend understand 
man; evil attempt so. This the same 
point view that was expressed criticism Galileo 
for studying the physical universe. New knowledge 
always threatening vested interests; are less than 
sophisticated express surprise, much less horror, 
opposition from persons and groups the pursuit 
knowledge. was only three decades ago that teacher 
was tried court this country for teaching his students 
the theory evolution. This trial occurred after Einstein 
had published his now-famous formula; occurred the 
lifetime Luther Burbank. not have lean 
Galileo other medieval examples for this point. Last 
year lady came Northwestern University and with- 
drew her 20-year-old son from one classes because 
the textbook mentioned the theory evolution. you 


Raymond Moley, "The Foundation News- 
week (December 20, 1954). 


believe God who created man slightly higher than the 
beasts and slightly lower than the angels and who looks 
upon the study such man the behavior his 
fellows moral outrage, then have answers for 
you other than those found the historical develop- 
ment man's thinking this topic. can disprove 
the scientific method neither the existence such God 
nor his disapproval social science. 


The other usual objection the existence social 
sciences, which characterized earlier revealing 
ignorance, that there cannot social sciences. 
Sciences social life are impossible, say the proponents 
this view, because human nature unpredictable. You 
cannot generalize about how humans will behave. This 
would very damaging argument except for one thing: 
not true. 


The social behavior human beings patterned and 
hence can described general principles. All 
societies are structured, all societies are stratified, 
all societies implement division labor the basis 
age sex: these are general sociological prin- 
ciples.* Anthropology offers similar principles 
culture: all societies have value systems, consisting 
ideal patterns which are taught each member the 
society, and normative patterns, which are actual be- 
havior; all cultures exhibit some degree variance 
between the real and ideal patterns Psy- 
chological research indicates that all societies have 
persons who deviate from the norms; all societies con- 
tain individuals with varying capacities for learning; 
individuals all societies feel hostility, and one 
hostility-focus removed, they will find 


These are general descriptive principles. More im- 
portant for our case that social sciences already exist 
the ability various fields make predictive state- 
ments; this, then that. When one culture exposed 
another, new technology will diffused faster than 
new value patterns --the principle cultural 
social group loses functions, will lose stability: 
brief description the modern urban-industrial family. 
People will migrate distance which inversely pro- 
portional the number and magnitude intervening 
economic opportunities. 


Finally, and probably most convincing the layman, 
possible predict specific behaviors certain 
society specific time. The population the 
1950 was predicted percentage increase basis 
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decimal accuracy the 1920's. can give 
paper-and-pencil questionnaires convicts and predict 
recidivism and success among parole applicants. 
Burgess and his associates have designed questionnaires 
the basis which they can predict the probable 


marital success engaged couples. Production rates 
industrial environments can altered the imple- 
mentation changes personnel policies. 


saying that there not only can social sciences-- 
there are social sciences. 


The information which shall present you the next 
twenty minutes the result applying the scien- 
tific method the study salesmen. effort will 
made tell you, businessmen, what about it. 
You know more about your companies, your policies, 
your personnel, These data are presented 
the assumption that, given information, you can apply it. 
That function, scientist--to dispense infor- 
mation. your function, executives, personnel 
managers, directors, implement policy the 
basis that information. 


This information about the salesman was gathered 
part larger study occupational role behavior and 
patterns social mobility three white-collar occupa- 
tions. The sample consists 2,205 white males 
three occupational statuses: salesmen, engineers, and 
bank officials and clerks. The sample confined 
white males order that analysis not confounded 
variations accounted for differences race and sex. 
All three are white collar jobs, thus holding constant 
the manual-non-manual dimension. 


The total salesman sub-sample consists 1,389 persons 
either employed salesmen applying for the position 
salesman, the latter being included only the applicant 
has had previous sales experience among his last three 
jobs. These individuals are distributed cluster 
sample companies industries. The industries 


correspond the Bureau classifications: 


Manufacturing: Furniture and Fixtures; Machinery ex- 
cept Electrical; Meat Products; Other Food Industries; 
Paper and Allied Products; Printing, Publishing, and 
Allied Industries; Petroleum and Coal Products; Whole- 
sale and Retail Trade: Wholesale Trade; Motor Vehicles 
and Accessories Retailing; Finance, Insurance and Real 
Estate; Business and Repair Services: Business Serv- 
ices. Salesmen are defined persons who are outside 
salesmen company representatives, thus excluding 
persons categorized under broader definition sales 
work, such store clerks, door-to-door canvassers, and 
newsboys. 
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The sub-sample engineers consists 515 individuals 
engineering specialties (aeronautical, agricultural, 
ceramic, chemical, civil, electrical, hydraulic, industrial, 
mechanical, mining, and metallurgical) companies. 
The criteria for inclusion are: (1) the person must hold 
engineering position, (2) must applicant 
for engineering position and must either have 
engineering degree have filled engineering position 
among his last three jobs. 


The total for the third sub-sample, bankers, consists 
301 middle management officials and clerks from 
banks. Again, the criteria for inclusion are: (1) person 
currently employed this occupational status, (2) 
applicant for banking position, with banking experience 
among his last three jobs. 


Each person the sample filled out personal history 
the variety often required employees and applicants.15 
These forms contain such information the subject's 

age, marital status, number dependents, education, 
membership voluntary associations, level aspiration, 
the occupation his father, and employment history. 
The employment history includes types occupations 
held, length employment period each, type company 
and industry which one was employed, and income. 
Since the total sample was not selected randomly, the 
degree which representative its universe the 
national labor force can estimated inference only. 
First, relation gross size, the three occupational 
sub-samples are proportionate their corresponding 
categories the labor force. Secondly, despite the lack 
random selection procedures, there does not appear 
any impelling reason suspect the presence systenr 
atic bias. Economically, the companies contributing the 
sub-samples salesmen and engineers represent wide 
variety production and distribution lines. Geographi- 
cally, the firms all three sub-samples are distributed 
throughout the country. Not only are all regions repre- 
sented, but the companies themselves range size from 
three-person firms some the largest corporations 
the industries sampled, and are located cities with 
populations varying from few thousand several 
million. Finally, selective factors were operative 
within the companies with regard employees filling out 
the questionnaire. 


should like present this occupational portrait, based 
the fourteen hundred salesmen have studied, 
giving you first brief description what the salesman 
looks like--his social background, education, attitudes 
toward work, and on--and then summarize the 
characteristics the occupational position and the 
theoretical import our knowledge about compari- 
son the salesman with two other white-collar positions, 
one them professional, the engineer, and the other 
managerial, the banker. 


One the more popular myths about the salesman col- 
lapses upon the first glance the facts. The Horatio 
Alger aura which surrounds selling (you can work your 
way even though you didn't start with the advantages), 
the widespread notion the salesman poor laborer's 
son who has made good--these simply are not borne out 
the data. you know outside salesman, whatever 
The questionnaire form, and discussion its validi- 
ty, can found Gilmore Spencer and Richard 
Worthington, "Validity Projective Technique 
Predicting Sales Personnel 
(1952), 125-144. 


else may son of, the odds are against his being 
the son manual laborer. One-fourth the salesmen 
studied were sons proprietors and managers, 
although only one-tenth the American labor force 
composed men that class. the same way, sales- 
men are over-represented sons professionals. (By 
over-represented, mean that there are more that 
category than there would they were distributed 
randomly throughout the population.) Only about one- 
fourth many salesmen would expected pro- 
portionately come from unskilled and semi-skilled 
laboring families, much less the number that would 
expected the myth upward mobility via the occupa- 
tion salesman were true. All this implies, course, 
that salesmen are working their way down the ladder 
success rather than it. 


This can certainly not credited lack educational 
opportunity. Only slightly over 100 these salesmen 
failed graduate from high school. Nearly two-thirds 

them attended college; over one-fourth the total 
sample are college graduates. They have, then, consider- 
ably more formal education than the average person 
the United States. 


The responses which the college-educated salesmen give 
questions about their academic likes and dislikes 
remind one immediately the recent pleas men like 
William Whyte, Benjamin Fairless, and Admiral Rickover 
for more liberal arts education for the aspiring business 
executive. The subject matter area listed least liked 
over third these men Humanities, including 
Language and Literature. The subjects most often cited 
least liked college these salesmen are (1) 
Humanities, (2) Physical and Biological Sciences, (3) 
Mathematics, and (4) Social Sciences. Over half the 
salesmen who attended college majored Commercial 
subjects: Marketing, Accounting, Business Administra- 
tion, and such. would fascinating know what 
correlation there between amount education 
college major and success the selling field; this will 
one the next moves our research. 


have pointed out that salesmen come overwhelmingly 
from white collar families; might add that they come 
from families moderate size. The average family 
size our sample for salesmen have 2.2 brothers 
and sisters. (Despite professional training, never 
fail horrified population statistics. always get 
mental picture fond father walking down the street 
with his 3.2 children). any rate, overwhelming 
proportion the salesmen are married, and their own 
families average 1.3 children. 


Another popular stereotype --that the salesman 
destroyed these data. often thought 
the epitome gregariousness, ever eager join 
another luncheon club and serve one more committee. 
Nearly third our salesmen belong only one volun- 
tary association; the next largest number, well over one- 
fourth, have memberships all. The salesman seems 
not any means what called "joiner" our 
society. 


return the discussion whether not selling 
golden ladder success the contemporary U.S., 
compared the salesman the rest his family. 
ranked the salesman our sample and his relatives 
seven-point scale occupational prestige and income. 
Each professional position was scored each proprietor 
manager and down unskilled laborers, who 


were ranked class, the salesmen rank lower than 
their employed wives, their fathers, their older brothers 
and sisters, even their younger brothers and sisters. 
this seven-point scale, the salesmen, through 
history their last three jobs, averaged 4.0. Their 
wives and younger brothers and sisters averaged 4.3; 
their father and older brothers and sisters, 4.5. While 
less than one-eighth these salesmen have moved up- 
ward from the socio-economic position into which they 
were born, nearly half them are downwardly mobile. 
What this seems suggest that the occupation 
salesman one status-maintenance: job into which 
are filtered the sons proprietors, managers, and pro- 
fessionals who are unable keep with the standards 
set their fathers, whether for want capital, edu- 
cation, ambition, ability, but who maintain outward 
vestige class taking what often low 
salary plus commission job avoid the relative stigma 
moving from white-collar family into manual work. 
Among these men the incomes, which are heavily con- 
centrated the four five thousand dollar bracket, 
seem indicate that, maintaining the family position 
instead moving into the crafts and trades, the sales- 
man has gained little more than cleanliness. 


This failure keep either financial prestige 
competition with his father, even with his brothers and 
sisters, may account for the dissatisfaction with his 
place which leads another characteristic the sales- 
man: lack stability. Only one other occupational 
category the census classification the labor force 

less stable than salesmen, and that migrant labor. 
The median length time present job for all salesmen 
the United States the same for those our 
sample: 2.2 years. 


Several the interesting features the salesman's role 
are most easily seen comparison the salesman 
with the other white-collar people our research: tech- 
nical engineers and bank officials. Probably the most 
meaningful these inter-occupational differences occurs 
the realm attitudes toward work. When asked 
these men what they liked about their jobs, the answers 
were patterned that before long you could guess man's 
job reading the answer that question the work 
history. Engineers like the work itself; they like 
because it's engineering. Bankers also like the nature 
their work, but not strongly engineers. What the 
bankers like customer contact, getting meet and 
serve people. Salesmen seldom mention the nature 
their work good thing; they, like the bankers, feel 
that meeting people rewarding; but mainly they like 
the money. 


have internal consistency these data. asked the 
engineers what they had disliked about previous jobs they 
had held, and they said that the income was fine and the 
people were very pleasant, but the work wasn't exciting. 
The salesmen, asked the same question, seldom mentioned 
the company, the product, the nature supervision, 
their associates. What they didn't like was that they 
didn't make enough money. Finally, asked both groups 
what their reasons were for quitting their former jobs 
take their present ones. now you should able 
predict the answer: the engineers quit the old jobs be- 
cause the new ones looked more interesting; the salesmen 
because the new ones looked like chances make more 
money. 


Whether not all you people are already aware this, 
the folks who write help-wanted advertisements apparently 
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are. Listen these from recent Sunday New York 
Times: 


STATIONERY PRINTING SALESMAN 


want top salesman with following who 
capable larger earnings with the proper or- 


ganization behind him. Don't bother answer 
this unless you are capable earning $10,000 
per year. 


INTERESTING! REWARDING! 
ENGINEERING OPPORTUNITIES 


Opportunities for installation engineers. who 
would like work the ever-varied and 
interesting problems involved the correct 
installation and operation aircraft engines 
for military and commercial customers. 


ELECTRONIC ENGINEERS: CREATE 
WESTINGHOUSE AIR ARM DIVISION ELEC- 
TRONICS DIVISION 


You will work advanced design and development 
projects. the fields communications, radar, 
fire control, and missile guidance. You will work 
friendly and professional atmosphere pro- 
gressive and expanding organization. Both 
divisions are 


TRAVELS FASTEST WHO CHOOSES SALES 
CAREER TEXTILES 


Selling has proved one the fastest ladders 
success, and textiles one the most challenging, 
intriguing--and highest paid all selling fields. 


How does this income orientation tie with what have 
already said about the downward mobility the sales- 
man? This question best answered terms the 
reality aspiration. The salesmen have set goals for 
themselves which most them cannot achieve. When 
asked what their income aspirations were, the middle 
management bank people gave low middle income 
answers which they can reasonably expect achieve. 
The engineers gave rather high answers, but answers 
which, their field, are reasonable expectations. The 
salesmen, however, gave answers considerably higher 
than the bankers and almost high the engineers-- 


and most salesmen's incomes are not high engineers. 


other words, while most bankers are not planning 
become one the wealthiest bankers the country, and 
most engineers not one the best paid 
all engineers, most salesmen want incomes which less 
than one percent the salesmen the country get. 


the final question which asked these men, pattern 
emerged consistent with what you have seen their work 
attitudes and salary aspirations. They were asked, "What 
are your plans for the future?" Briefly, the 
answers are career-oriented--'to build the best bridge 
the the bankers aim 
get more education, travel, learn more about the world; 
and the salesmen are money-oriented. Their replies 
the question about plans for the future are typified by: 

build substantial savings account," "to double 
present income the time I'm 45," "to get job where 
won't have worry about the future." 


Why these patterns responses exist? Why the 


salesman money-oriented? Why does the engineer think 
his work important? Some the occupational 
choice theorists have attempted explain this saying 
that certain personality types choose certain occupations. 
Such psychological theories occupational behavior 
seem lot like reading true romance stories 
before your first date: the material lot fun 
think about, but such speculation isn't much help the 
practical situation. more scientific terms, the theory 
simply isn't very predictive. You may able make 

case for the idea that all librarians are rigid, com- 
pulsive personalities, but you can't predict that everyone 
who has rigid, compulsive personality going 
become librarian. 


have been working for the past couple years 
sociological theory occupational types which think 
gives start toward understanding these behavior 
patterns. sociological theory mean theory 
couched not terms the individual's personality 
structure, but terms the social structure, the 
rights and duties that with the occupation. sug- 
gesting you that the job shapes the person con- 
siderably greater extent than the person shapes the job. 
The requirements our occupations have tremendous 
effect upon our behavior off the job well it; the 
experiences have work mold adults just 
the experiences have home and school mold 
children. Remember that man years age, about 
half way through the span his adult years, has spent 
more time with his occupation than has spent with his 
mother, and certainly more than has spent school. 


have called this formulation theory occupational 
determinateness, and have expressed terms 
continuum with two opposite extremes. can conceive, 
then, occupations ranged along this continuum ac- 
cording how well-defined the rights and duties the 
job are. One polar type call the determinate occupa- 
tion. determinate occupation will have elaborately pre- 
scribed requirements for entry which must met 
those about become incumbents; the rights well 
the duties the person the job will spelled out and 
firmly established, and known both the individual and 
those with whom interacts his occupational role. 
The expectations behavior such job will narrow 
range and relatively definite. indeterminate occu- 
pation the opposite ideal type. Indeterminate occupa- 
tions will characterized less stringent require- 
ments for entry into the occupation, shifting with both 
time and locale; neither the rights nor the duties the 
person the job will firmly established, and both will 
hence subject for potential misunderstanding between 
the individual and those with whom interacts his 
occupational role. The expectations behavior such 
job will wide range and relatively indefinite. 


Let illustrate the theory briefly example. The 
occupation street cleaner relatively indeterminate: 
not defined any specified amount type 
ethics; the role expectations the street cleaner are 
relatively vague; his rights and duties and his behavior 
vis-a-vis his employer, his supervisor, his fellow street 
cleaners, the pedestrian who gets his way are not 
governed specific rules; and the range permitted 
behaviors quite wide. The occupation department 
store clerk somewhat more determinate than that 
street cleaner: literacy required; the job cannot, 
the case street cleaning, performed either with 
without gloves, with clean dirty face, with 
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without the ability speak English, whether not one 
has serious facial deformity, and on. Certain 
patterns interaction are fairly well prescribed between 
the department store clerk and his supervisor, his 

fellow clerks, and his customers; and range permitted 
behaviors narrower than for the street cleaner. The 
occupation attorney relatively determinate: 
defined specified type and amount education; the 
person about enter the job must meet these require- 
ments and licensed perform his role; there are 
written rules some complexity stating what interaction 
patterns are expected between the attorney and the judge, 
other court officials, his fellow attorneys, and his clients. 


That selling indeterminate occupation, then, the 
fact that accounts for much the behavior observe 
among salesmen, just the determinate nature 
engineering that allows predict systematic dif- 
ferences between salesmen and engineers. Engineering 
determinate: requires specified amount and kind 
education; narrowly defines the rights and duties 
the person the occupation. one wants certain kind 
bridge which will bear specified weight load built 
across stream given width, there are rules how 
this can accomplished; there right way it. 
Sales work indeterminate: who knows the right way 
sell? Some men sell inflating the product; some 
kidding it; some men sell being humorists; some 
being earnest; some being aggressive; some being 
yes men. Whatever works the right way. 


The man determinate occupation has achieved major 
goal when licensed enter the labor force and 
practice his craft. When has finished his apprentice- 
ship and enters the union and can hired full- 
fledged carpenter, when has completed his interne- 
ship and has passed state board examinations, ready 
practice carpentry medicine. has already 
achieved end some importance. quite likely 
continue carpentering doctoring. When man gets 
his first job salesman, however, unskilled 
laborer, any other thing which fundamentally 
indeterminate occupation, has achieved very little. 
must his accomplishing within the framework that 
job. The fact that man doctor proves, speak, 
that knows how practice medicine. The fact that 
man gets job salesman does not prove that 
knows how sell. other words, has very little 
commitment the job the sense that attorney 
committed the practice law. therefore much 
more likely quit and try his hand something else, 
because has investment years training 
apprenticeship licensing fees the occupation. This, 
have seen, the salesman does; extremely 
unstable employee. 


the same token, likely pursuing monetary 
rewards, using sales work tide him 
over until something better comes along. 
determinate occupation will view his work end 
itself, and will define his future goals terms his 
present job. will, other words, have career 
orientation. The person the indeterminate occupation 
will view his work means end. 


The determinate man not only less likely ex- 
tremely concerned with money; also less likely 
set goals for himself which are impossible attain- 
ment. The young Ph. D., having finished his training and 
started out instructor, does not say himself, "I'll 
chairman this department five years I'll get 


out this racket and get into something where can 
some good." has been exposed the system which 
going work through seven eight year training 
period, and knows that such ambition is, say the 
least, unrealistic. Secondly, probably this 
occupation because the work interests him and, long 
promotions come along what has learned are 
reasonable intervals, will satisfied because 
deriving satisfactions from the work itself. The sales- 
man, the other hand, will react the conditions 
indeterminate occupation. relatively unlikely 
selling because selling the most important thing the 
world him. more likely selling because 
has been told that his friend's cousin's friend started out 
with experience all and made $18,000 com- 
missions the first year. has not learned how things 
are run the outfit being sales interne for five 
years; does not have conception what the average 
salesman makes, and therefore likely pretty 
dissatisfied pretty soon--another factor contributing 
the instability inherent the occupation. 


Let summarize what think are the implications for 
this audience the theory occupational 
ness and social science research it. The salesman, 
like the rest us, large measure product the 
occupationai culture which lives. only the 
framework the characteristics the occupation that 
can understand the behavior the man. 
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EMPIRICAL RESEARCH 
CONSUMER SHOPPING AND MOTIVATION 


Michael Halbert 
Alderson Sessions 


The research which this paper based can and has 
been variously described market research, motivation 
research, operations research, and basic research. 
should like show what way, any, deserves these 
descriptions. Market research can recognized any 
research which helps make decisions about the marketing 
phase the business company initiating the study. 
the purpose revamp the distribution channels 
change the promotion policy, then the research that 
supplies the necessary information market research. 
the use made the results, rather than the 
methods, techniques, specific research questions, that 
determines whether particular investigation market 
production engineering research. 


The term motivation research has with the subject 
matter rather than the uses the research study. 
know, there still good bit disagreement among 
practitioners (as well among executive-users) con- 
cerning the limits and precise definition these terms. 
generally agreed, however, that motivation research 
attempts answer the aspects human behavior. 
Motivation research results may used help solve 
marketing problems, but they may also used other 
fields such sociology, psychology, politics, and re- 
ligion. Thus, not fair question ask particu- 
lar piece research market research motivation 
research since can readily both. 


discussions operations research the same ambiguity 
frequently present. People often ask particular 
study operations research market research. The 
preceding discussion implies that whether study 
market research not depends the use made the 
results; and whether not motivation research 
depends the subject matter. The classification 
operations research rests yet another set criteria. 
These criteria have with the research design, the 
plan investigation, and the over-all approach the 
problem. oversimplified description operations 
research, can that considers the system 
operating unit, constructs model (usually mathematical), 
and attempts optimize some desired performance 
characteristic such net profit, return investment, 
machine down time, inventory cost, the ratio enemy 
units destroyed. Operations research has been used most 
often military tactical and strategic problems well 
problems industrial production and inventory, but 
more recently its methods are being applied other 
areas management decision. seems reasonable that 
these same methods can used with equal success 
study the problems human motivation. 


Thus, particular piece research can market re- 
search, motivation research, and operations research. 
That is, can research into motivations using the 
techniques operations research; and the results 
this research can used for marketing decisions. 


The distinction between basic and applied research de- 
pends fourth criterion. While almost all research 


has its basic and applied aspects, the usual distinction 
based the degree generality the questions investi- 
gated. Applied research directed the solution 
specific problem particular setting, while basic re- 
search attempts solve the problem terms class 
situations. Specific solutions are usually expressed 
arithmetic terms while general solutions are often ex- 
pressed algebraically. 


This particular research carried Alderson 
Sessions designed help marketing problems; 
concerned directly with behavior and motivation; uses 
systematic, planned experimental approach; and 
aimed general buying situations rather than any 
particular store, product, merchandise policy. There- 
fore, legitimately falls within each these research 
categories. 


deciding how condense the description and result 
two years' work seemed best frame this presentation 
around the methodology and theory that the uniqueness 
the research approach would clear, since method- 
ology the primary product basic research. 
useful, however, research should also specific 

data; these are included here partly for their own 
interest but largely illustrative the kinds results 
obtained from this type research. 


marketing motivation research the question usually 
some form of, "What motivates consumer make 
specific purchase from specific seller?" This question 
can answered many levels each which has rele- 
vance for different problems. the level which the 
psychiatrist calls "deepest" "least (not 
necessarily meaning that some sense most im- 
portant), the answer may given terms the Oedipus 
complex and other elements the buyer's unconscious 
makeup. This can very great utility the psycho- 
analyst, who may see his patient's description her 
shopping behavior valuable clue the nature her 
neuroses. somewhat more superficial level the 
psychologist may explain shopping behavior terms 
the buyer's personality traits--her lack inferiority 
feelings, her degree ascendancy submission, etc. 


For the marketing analyst, however, these answers are 
likely little use because they place primary 
emphasis the characteristics the individual con- 
sumer. The dealer has way discovering the person- 
ality traits individual consumer, let alone the con- 
sumer's deep-seated psychic motivations. For this 
reason, although knowing that the person now entering the 
store had latent tendencies toward homosexuality would 
really quite useful for marketing purposes, this infor- 
mation hardly ever available. More important, manu- 
facturers and sellers custom tailor their products and 
services limited degree only. Information about 
consumers, helpful businessmen, must usually 
cast terms broad market segments, income 
groups, occupational classes, widespread general 
personality types. Since most motivation research em- 
phasizes the drives underlying personality structures 
useful only the extent that these drives 
are universal exist identifiable market segment. 
the present research this approach has been modified 
and attention directed toward measurable aspects 
behavior. Dynamic clinical psychology has been drawn 
liberally for ideas, direction, and hypotheses; but the 
data collection has been largely oriented toward actual 
behavior. feel this more useful terms results 
and the development methods and techniques. 


convenient divide marketing policies into four 
broad areas: product line, advertising, pricing, and 
selling facilities. The first these refers the number 
and variety products offered for sale retailer 
produced manufacturer. The meaning the second 
and third categories self-evident, while the last refers 
size store, number salesmen per customer, and 
other related items which make retailer's 
store environment. 


The present study directed primarily toward the first 
these items--the effects the product line policy 
retail sales. therefore appropriate discuss 
briefly the relevant subheads. 


The number items handled store directly affects 
that store's attractiveness. the one hand, the busy, 
tired shopper does not want risk entering store 
which will very likely not carry the item she wants. For 
this reason increase the number items stocked 
retailer will tend bring customers. This the 
essential attraction the great department store. the 
other hand, increase the variety offered the seller 
will increase the time and effort needed the buyer 
work her way through the many store aisles and counters 
and find the item she wants. optimal number items 
can determined only balancing off these two effects. 
The elements analytic method for solving such 
problem have been developed during the course this 
basic research program. This operations research tech- 
nique is, far one can determine, the first attempt 

deal with the problem systematically. 


Two stores carrying the same number items can differ 
considerably the variety items they offer. One store 
may offer for sale wide variety clothing but stock 
fairly small selection dresses among its many items. 
Such retailing unit said carry wide product line. 
the other hand, another store may carry many 
items the first; but offering for sale only dresses, 
can carry very large selection these garments. 
Such specialty store's product line characterized 
its depth. The effect sales depth and width pro- 
duct lines and price line the width choice offered 
the consumer was investigated both experimentally and 
interview. 


The same true the choice which dealers must make 
between selling widely demanded items which are already 
offered for sale many other dealers and specializing 

items and brands which are less widely sold and less 
frequently demanded the body consumers whole. 
For example, liquor seller may stock mostly popular 
brands whiskey and gin specialize fine wines 
sell primarily connoisseurs. 


Taken general terms these are the four major de— 
cisions product line which must made dealer: 
the number items sold, width vs. depth the 
assortment, the width price range handled, and 
popularity and competitiveness the line carried. 
Even when these policies are decided upon, the important 
questions detail--the specific items carried-- 
remain determined. But especially large 
enterprise, department store, mail order house, 
only the wider questions which can profitably 
answered top management. The brand and number 
handkerchiefs and blouses ordered must decided 
individual departments and often individual buyers. 
The questions which this study has been directed then, 
represent some the most important decisions facing 


top management retailing organizations, large and 
small. 


Before attempting discuss our findings these areas 
somewhat detailed presentation the methods 
order. 


the winter 1953 Wroe Alderson was the Sloan 
semester conduct advanced marketing seminar. 
While there, activated program preliminary re- 
search shopping motivation. This program had two 
parallel phases. First, consumer panel sixty 
families was set with attempt stratify income 
and geographical location the Boston metropolitan 
area. These families were interviewed once week for 
five weeks. Each week detailed history each shopping 
trip the previous week was obtained (food shopping was 
included only other trips were made). The inter- 
viewers came every week and their reports were re- 
viewed with them. Any questions were resolved, and one 
interesting trip was picked for each panel member. 
the next interview the respondent was queried greater 
detail about this particular trip. 


The second approach was the development the theory 
and set "games." These were tried out various 
groups, some from among students and some 
from among other women who were not part the panel. 
The results, terms number stores visited and 
percent made the first store, agreed 
with the data derived from the actual panel shopping trips. 


detailed account these procedures and results 


contained three issues the Alderson Sessions' 
"Cost and Profit Outlook" (January, February, and March, 
1954, issues, Vol. VII, Nos. and 3). 


When Mr. Alderson returned Philadelphia, the project 
was continued and was substantially expanded July, 
1955. that time the theoretical development and ideas 
generated the work had progressed sufficiently 
warrant renewal the data collection aspect. 


This phase data gathering and analysis was organized 
around family panel the primary source infor- 
mation. Since the household the central purchasing and 
consumption unit, was decided that focus the family 
would give the most useful picture what goes 
shopping decisions and behavior. 


The sample families was drawn from four tracts 
metropolitan Philadelphia. The sample was drawn the 
basis specific selection the tracts with approximation 
median Philadelphia family incomes 1949, and 
the basis random selection blocks within these 
tracts. 


Each housewife selected for the family outlook panel met 
the following qualifications: 


She came from income group which approached 
the Philadelphia median. 


She had friend the panel. 
She was between and years age. 
She had children. 


She had lived the neighborhood minimum 
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one year. 


She and her husband owned rented home 
unfurnished apartment. 


She was English speaking. 
She was Caucasian. 
Her husband lived home. 


the heterogeneity the panel controlled, individual 
differences shopping are not ascribable large dif- 
ferences socio-economic status. choosing the 
ranges the variables, however, made sure that our 
sample was representative the large middle range 
women shoppers. 


Panel members were interviewed once every two weeks 
for total five interviews. The interviews dealt with 
shopping trips made during the previous two weeks. The 
respondent was encouraged talk length about her 
shopping experiences, and the interviewer directed the 
conversation obtain factual information pertaining 
the items shopped for, items bought, and number and 
names stores visited. general, the shopping infor- 
mation was concerned with (1) pre-purchase matters 
such requirements for items desired, pre-purchase 
planning and discussion, influences advertising and 
other market information, and the anticipated difficulties, 
any, finding the items; (2) the actual course the 
shopping trip which included where the shopper went, 
what she saw, and reasons for purchase non-purchase; 
and (3) post-purchase matters such use the items 
and the degree post-purchase satisfaction and justifi- 
cation regarding the items purchased. 


addition the regular shopping-trip information 
collected each interview, each panelist was questioned 
during the original interview about her general shopping 
habits, preferences regarding suburban, local, and down- 
town shopping centers, attitudes toward shopping 
general, and major purchases which had been made the 
last year. 


The typical housewife the family outlook panel was 
about years old, had one two children, and had 
family income about $5,000 year. There were two 
chances out three that the family owned its own home, 
probably row house. The family had lived the same 
neighborhood for approximately five six years, and 

the husband was probably craftsman operative. Both 
husband and wife likely graduated from high school. 


continuing the work started T., the shopping 
games were extended and modified. The major purpose 
was investigate some aspects merchandise assort- 
ment they affect store preference. For this purpose 
three sets "stores" were designed, each set containing 
nine stores. From club plan catalog eight merchandise 
lines were drawn and the nine stores were set 
follows: 


The store names were chosen the nine most common 
surnames metropolitan Philadelphia, excluding any 
names women the panel. The respondents examined 
this set stores their leisure, with instructions 
note what type store each was. 


The second set nine stores had the same characteristics 
the first, except that half the items out 16) each 
store were different from those the first set. However, 
all the other characteristics were the same--the store 
names, the merchandise lines, and the price ranges. This 
time the women were instructed look for 
They were constrained from going many stores since 
their score diminished points out initial 100 
points for each store they examined after the first. The 
items were assigned random value between 751 and 899. 
Thus, the maximum score was 999. 


the third set the stores contained none the items 
either the first second set. This was explained the 
respondents discourage shopping and em- 
phasize the necessity learning the store's character. 
the presentation the third set stores, the women 
chose item they would like own and drawing was 
held. The fewer stores woman visited, the more chance 
she had winning. 


The game shows the interaction the three variables 
number merchandise lines, depth assortment, and 
width price line. addition, supplies insight into 
shopping behavior and attitudes. The game construction 
based the theory that the information shoppers have 
about the retail market consists set descriptive 
parameters for each store shopping area. These 
descriptions (good style, not too large assortment, 
rather high price but worth it) are supplemented 
partial list expected items available know they have 
Crosley 21" sets). Since were emphasizing the 
parametric aspect and since our time was limited, our 
stores were described terms the distribution 
merchandise only rather than the basis the actual 
items. 


Each woman played the game three times. The second 
and third experiments were identical except the store 
names were changed. The first time the stores were 
named Brown, Smith, Williams, etc.; the second time 
three-digit numbers were used. The third time the 
stores were designated three-letter nonsense sylla- 
bles. complete the picture, these women were given 
short test battery consisting personality inventory 
test and projective test adapted shopping situations. 
The personality inventory used was the Guilford-Martin 
Inventory Factors GAMIN, standard personality in- 
ventory that gives profile for each respondent five 
dimensions personality. The projective test used was 
modification the Thematic Apperception Test (TAT). 
This test includes four cartoons depicting situations that 
might arise connection with shopping. two the 
pictures there were cartoon balloons filled in; 
the other two the respondent was asked tell story 
describing the situation. 


addition their participation shopping games and 
psychological tests the panel members, who are regarded 
not only individuals shopping for themselves but also 
purchasing agents shopping for their families, were 
interviewed home every other week for period 
weeks. The purpose the continuing family outlook 
panel was maintain contact long enough get well 
acquainted but stop the interviews before the partici- 
pants become bored. The interviewer-respondent 
rapport increased with each visit that the interviewer 
was able pose probing and personal questions which 
would have been virtually impossible single contact 
depth interview. 


Besides the actual shopping trips discussed, the conver- 
sation very often drifted subjects concerning family 
plans, hopes for new home, problems making money 
stretch little more, and the white lies appeasement 
wife feels that she must tell her husband about the 
money she spends. The group discussions were also 
used increase rapport and continue the family atti- 
tude investigation. total hours were spent 
with each member the panel. The best evidence 
the degree rapport and interest that not single 
panelist dropped out during the entire period two and 
half months.. 


Because the phenomena being studied could seen 
well the purchase major items, additional study 
was made group 400 people who had recently made 
purchases automobiles, refrigerators, gas ranges, and 
washing machines. Alderson Sessions conducted inter- 
views with approximately 100 recent purchasers each 
these four appliances. Two types basic depth ques- 
tionnaires were used. The first type, accounting for about 
half the interviews, was less stru ctured than the 
second. After experience with the first questionnaire, 
was clear that more refined and structured questionnaire 
was necessary provide definitive information and facili- 
tate tabulation. Therefore, second type questionnaire 
was developed and used for the remaining half the 
interviews. 


The sample respondents for each product differed 
some extent. Lists potential respondents were ob- 
tained from several sources. First, names and addresses 
new automobile purchasers were derived from the 
Pennsylvania Motor List which currently lists all indi- 
viduals Philadelphia who have bought new cars. The 
names and addresses were taken from this list alpha- 
betical and chronological order with eye coverage 

major brands. The earliest date set for any purchase 
was July 21, 1955. 


Second, names and addresses electric range and re- 
frigerator purchasers were obtained from lists recent 
purchasers supplied the General Electric Appliances 
Company and the Westinghouse Supply Corporation 
Philadelphia. Purchasers since March, 1955, comprised 
the bulk the potential respondents, with few dating 
before March. 


The interviewers were chosen from the most experienced 
our Philadelphia staff. Two training sessions were 
held refine the techniques depth interviewing. The 
first training session immediately preceded the first 
interviews, and the original questionnaires were used. 
The second session was held just before the second ques- 
tionnaire was used the field. The staff was constant 
contact with the interviewers telephone and through 
interviewer office visits. Altogether, some inter- 


viewers worked this study. course, would 
wise remember that none them was trained clini- 
cal psychologist. 


These interviews were conducted over period ap- 
proximately six weeks, between the middle July and 
the first September, 1955. 


The methods and techniques the data collection have 
been presented some detail because they point the 
way which our approach differs from the usual motiva- 
tion research procedures. the remainder this 
report shall try give some the results which are 
general marketing interest. 


previous reportings this research most the em- 
phasis has been placed the theory and methodology. 
While feel that these are two the major aspects 
this project, the data presented here will deal with two 
sets factual results. The first the material con- 
cerning the question width merchandise line vs. 
depth and the extent price line. The retailer has 
several decisions make: first, should highly 
specialized and carry large variety few types 
items like furniture linens (deep assortment) should 
try seller many lines with few items 
each line (wide assortment). The second decision 
whether carry goods wide narrow price range. 


examine these questions the series family elaborate 
experimental clinics, "games," was undertaken. These 
were designed provide experimental situation which 
could isolate the effects these decisions the demand 
for retailer's products. was hoped that these together 
with sequence increasingly searching depth inter- 
views the same subjects would provide information 
these questions. 


The experiments proved successful providing tentative 
conclusions. addition, they served useful pilot 
study indicating how general procedures, questions, and 
the experimental designs could all sharpened pro- 
vide more information future research undertakings. 


the experimental procedure, the stores making the 
game were designed represent three combinations 
width and depth line. There were three stores with 
eight items each two classes, three stores with four 
items each four classes, and three stores with two 
items each eight classes. 


examine the relation game behavior and the width 
depth the store's product assortment, the following 
procedure was employed. The stores were classed 
their three categories wide assortment, medium 
assortment, deep assortment. Since the number and size 
stores each variety was the same, the total number 
shoppers and purchasers each type store could 
taken indicative its popularity. 


Before presenting the results this tabulation ne- 
point out that the results are not wholly reli- 
able. For example, while stores carrying wide product 
line turned out most popular when taken class, 
not all the stores carrying wide selection were more 
popular than all stores carrying narrow selection. This 
problem arises all the tabulations contained this dis- 
cussion. considerable extent this expected 
because other store characteristics besides width pro- 
duct line were permitted vary. such phenomenon 
had been observed would have implied that width 
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product line was the only one these store charac- 
teristics having important influence sales--a rather 
implausible state affairs. addition, suspected 
that this ambiguity the results when taken store 
store consequence the fact that the experimental 
procedure did not sharply define the characteristics 
the stores the minds the panel members. This 
one respect which future experimental procedure can 
improved. 


The following table gives the results the games 

width product line. The table shows the number 

women shopping and purchasing each class store 
during the games. 


RESULTS GAMES: SHOPPERS AND 
PURCHASERS WIDTH PRODUCT LINE 


Product line No. No. purchasers 


Deep 228 102 
Medium 182 
Wide 286 111 


The two results agree rather closely. They suggest that 
customers are attracted stores carrying wide as- 
sortment. very deep assortment also fairly at- 
tractive, but the relatively colorless store which carries 
medium line the least attractive the three. 


These results can compared with actual shopping be- 
havior the same panel members reported inter- 
views. Their recent purchases downtown Philadelphia 
stores were recorded. The stores were then classified 
rather impressionistically into the wide, medium, and 
deep categories. Naturally the quantities purchased 
would affected the size and number the stores 

each category. For example, there were many more 
big stores the medium category, most sales would 
naturally expected fall this group. This figure 
would not, therefore, represent the effect width 
sales. Moreover, store cannot measure its success 
terms sales alone. Rather, its sales must related 
the magnitude its investment. This procedure was 
followed here. The figure finally computed was sales 
investment rather than unadjusted sales, and the purpose 
was examine the effect width assortment the 
former figure. 


must reemphasized that this adjustment was not re- 

quired for the games since each category effect in- 

cluded nine stores identical size. That means that 

investment each category was, for practical purposes, 

the same that the denominator did not 
investment 

vary from category category. That say sales and 


precisely the same manner. The 
investment 


next table summarizes these results. 


INVESTMENTS 
Product line Index 
investments 
Deep 0.52 
Medium 0.42 
Wide 0.52 


Here the deep and wide product lines appear 
effective sales producers, but once again the undecided 


medium store suffers. 


Similar procedures were adopted examine the effects 
width price line. the games there were three 
classes stores when classified width price line. 
The store with the narrowest price line carried items 
ranging price from $8. The medium wide price 
line store carried items ranging from $9, while 
the remaining stores stocked goods whose prices varied 
between $3.50 and $10.50. will noted that all three 
sets stores offered approximately the same average 
price level. The price variation that was permitted was 
only variation price range. The table contains the 
shopping game results classified width price line. 


RESULTS GAMES: SHOPPERS AND 
PURCHASERS WIDTH PRICE LINE 


Price line No. purchasers 
Narrow 226 
Medium 220 


Wide 260 109 


Here medium and narrow price line seem about 
equally unattractive. narrow price line attracts few 
more shoppers but somewhat fewer purchasers than does 
in-between store. both cases there considerable 
advantage the store with the wide price line. 


This can again compared with the results the inter- 
views actual shopping behavior the panel members. 
Again the results are based rough classification 
downtown Philadelphia stores, this time width price 
line. These are given the following table: 


INVESTMENT 
Price line Index 
investments 
Narrow 0.47 
Medium 0.43 


Wide 0.54 
The results are again fairly consistent with those the 
games. Stores with wide price lines are far the most 


attractive purchasers, while the medium wide price 
lines are the poorest sellers. 


There need tolabor the meaning the preceding 
results. Since most the choices question involve 
little difference retailer cost, there little need for 
detailed mathematical analysis. costs are not affected, 
the retailer's best strategy width product line 
make the choice which maximizes sales per dollar 
investment after sales are weighted appropriate profit 
margins. This discussion has indicated some the ways 
which sales may affected the choices question. 


One result appears stand out. The in-between store 
seems most often fare poorly. Customers would appear 
attracted stores distinct character rather than 
retail outlets which give the appearance being unable 

make their minds. often the case, clear 

cut personality and decisiveness would appear good 
business. 


While these results are means revolutionary 
startling, they demonstrate that this experimental 
technique does work and that may prove ex- 
tremely valuable device for market research. Another 
factor extreme importance marketing the total 
number retail stores visited shopper the 
course making particular purchase. 


study the Survey Research Center the Univer- 
sity Michigan interviews indicate that consumers 
rarely through protracted deliberative procedures 
before making expensive purchase like set, 
refrigerator, washing machine, stove. Nearly 
half the people interviewed visited only one store before 
making their purchase. Less than quarter the buyers 
remembered receiving information from advertisements. 
Frequently little family discussion occurred before 
the purchase. One-third the buyers consulted more 
than one source information. 


Alderson Sessions' basic research projects have pro- 
duced results which conform closely with those just 

cited. purchases less expensive items, like under- 
wear, hats, cooking utensils, and toys, purchasers almost 
never investigated more than one retailer. The house- 
wives our panel were interviewed every other week for 
ten-week period and were asked describe 
able detail their shopping trips. The interview covered 
the pre-purchase considerations, the actual course the 
shopping trip, and the degree post-purchase satis- 
faction with the items purchased. 


Naturally, many the goods purchased consisted 
fairly routine household items, any one which consti- 
tutes very small proportion the families' expendi- 
tures. course, since many those items are 
bought most families, total cost these purchases 
may loom large the family's budget. The interviews 
indicated that the vast majority cases the housewife 
made her purchase the first store she entered. The 
data are presented the following table: 


NUMBER STORES ENTERED MAKING 
MINOR PURCHASES 


Number stores entered 815 


Two stores......... 6.1 
Three stores............ 1.1 
Four more stores............ 5.4 


The statistical results the interviews with purchasers 
major items confirm the impression haste and un- 
considered precipitousness the purchase major 
appliances. The following table shows the number 
shopping trips taken buyers per major appliance pur- 
chased: 


George Katona and Eva Mueller, The Dynamics Con- 
sumer Reaction, New York University Press, New York 


NUMBER SHOPPING TRIPS MADE 
PER PURCHASE 


per purchase Total mobiles machines 


cases 100.0 100.0 100.0 100.0 100.0 
39.3 48.0 25.5 32.6 50.0 
10.9 12.0 8.5 10.9 12.0 
Four more. 13.5 24.0 14.9 15.2 0.0 
1.8 0.0 0.0 19.6 12.0 


The next table gives the number stores visited per 
major appliance purchased: 


NUMBER STORES VISITED PER PURCHASE 


One important practical conclusion that can drawn 
from the foregoing discussion that the shopper who 
enters store also likely purchase there. This 
means that there considerable justification for retailer 
strategy designed entice customers into the store. 
Loss leaders, entertainment for the children, and other 
such devices can expected increase profitable sales 
and not just attract visitors. 


But and large store attracts customers its more 
durable and less superficial characteristics. Our study 
indicates that department store shopper has endency 
rely single store and shop other stores only 
occasional check her basic choice response 
bargain offers. Her preferred store one which re- 
flects view contemporary life consistent with her 
own. She wants buy things which seem belong to- 
gether and which fit with her home her vision 
what she wants her home be. conviction that com- 
peting department stores have definite personalities has 
been registered strongly our intensive study shopping 
behavior. 


Closely related this phenomenon shopping store 
personalities manifestation which call shopping 
store clusters. Our research indicates that customers 
prefer their shopping stores which are geo- 
graphically proximate and similar character. 


For example, group the women was asked indicate 

first and second downtown Philadelphia department store 
preferences. The stores were then grouped into two 

major groups. One which will call Cluster included 

set stores which were close geographically and 
fairly homogeneous character. The other group, 

Cluster consisted the only other major set geo- 
graphically proximate stores--but this set stores 
differing widely character. 


7 
7 
| 

q 
| 


1ST AND 2ND STORE CHOICES 
GEOGRAPHIC STORE CLUSTERS 


first choice store first choice store 


Cluster Cluster 
2nd 2nd 2nd 2nd 
Total store store Total store Total 
also not also not No. 
inA inA inB cases 


other words, shopper's second choice store tends 
the same neighborhood the first choice store 
there are nearby stores similar character the first 
choice store. Geographic proximity alone not enough 
hold shoppers. the women whose first choice 
store was Cluster made second choice the 
same cluster; the women whose first choice store 
was Cluster all made second choice outside that 
cluster. 


But similarity store personality without closeness will 
not succeed keeping customers within store cluster. 
The stores were reclassified into Cluster (very much 
like consisting stores similar personality which 
also happened geographically proximate, and Cluster 
consisting stores similar each other character 
but different from and, incidentally, not very close 
together. Results analagous with those the previous 
table are shown below. 


AND 2ND STORE CHOICES 
STORE PERSONALITY CLUSTERS 


First choice store 
Cluster 


First choice store 
Cluster 


2nd 2nd 2nd 2nd 
choice choice 
also not also not no. 


These results are really quite accord with what may 
expected advance. But does suggest somewhat 
more startling conclusion: department stores close 
competition may help rather than hinder sales. 


The research produced further empirical results re- 
flecting the personality considerations the family inter- 
action patterns, the sources information used and their 
interpretations, and the attitudes shoppers about 
various retailing practices, such charge accounts, 
credit, delivery, guarantees. The work also enabled 

progress with theory motivation and shopping be- 
havior. This paper, however, has left these matters for 
later publication since they are still tested 
further work. 


seems appropriate conclude with few remarks 
methodological nature. Many the techniques employed 
this research project were the variety which have 


rather misleadingly been labeled "small sample methods." 
These are methods which involve more careful investi- 
gation each individual questioned than the case 
ordinary mass interviews. The subject usually ques- 
tioned one more "depth" interviews that encourage 
the interviewee ramble, give qualitative answers. 

hoped that the course this process will 
reveal information about himself which unwilling 
(because involves unconscious elements) unable give 
answer direct questions. The subject usually 
given number more less standard psychological 
tests. addition, asked participate experi- 
mental clinic procedures and specially designed tests 
like the Thematic Apperception Test where the subject 

shown drawing relating more less the topic 
under investigation and asked discuss it. The entire 
purpose this procedure probe more deeply than 
possible ordinary interviews which may yield 
rather unsatisfactory information motivation and other 
equally complex questions. 


Recently these "small sample methods" have come under 
rather heavy attack from some practitioners large- 
scale interviewing techniques. Most the objections 
are quite reasonable. The critics point out that 
ordinary psychological work the investigator will not even 
hazard opinion until knows far more about his sub- 
ject than this sort "small sample" technique ever 
likely permit. Moreover, the critics state rightly that 
many the psychological tests used have not been 
adequately tested and evaluated. The nature the rela- 
tively rambling interviews makes the data difficult 
quantify and generally permits straightforward statis- 
tical procedures. Finally, the very high cost the 
methods employed usually means that large sample 
will not economically feasible. Hence, the "small 
appelation. 


our view that these criticisms are all more less 
valid and should provide important precautions the 
users the "small sample" techniques. Certainly the 
results must used with utmost care and caution. But 
the social sciences and, indeed, the natural sciences, 
all techniques are far from perfect. can ill afford 
abandon promising approach when there other 
readily available replace all its uses. 


have been and will continue willing employ 
both "large and "small sample" techniques. Both 
were employed this study. consider most the 
extreme opinions both sides this debate ex- 
cessively short-sighted and narrow. 


always rather easy point out imperfections the 
methods employed others. believe more 
useful try improve these methods. Part the 
purpose the basic research project has been conduct 
controlled experiments technique with this mind. 

present these experiments have two purposes--to in- 
crease the quantifiability the results and reduce the 
costs small sample investigations. If, preliminary 
indications suggest, costs can reduced successfully 
without substantial reduction the effectiveness the 
methods, the "small sample" techniques can employed 
with larger samples. numerical measurement the 
results facilitated, more clear-cut evaluation and 
great confidence recommendations will become possible. 
must made clear, however, that magic formulas 
can expected achieve these aims. Improvement 
the tests one respect can usually obtained only 
the cost some weakening other respects. For 


example, are experimenting with Thematic Apper- given less opportunity let his "unconscious" show 
ception Tests which are designed yield fairly com- through. Whether the advantages balance the losses 
parable and quantifiable data. This can only done remains seen, the present research serves 
somehow limiting the rambling the conversation the design better future research. 

person being tested. the process presumably 


PRODUCT DIVERSIFICATION- PROMISE PITFALL 


Parker Frisselle 
The Dow Chemical Company 


not going try answer the question posed the 
title, "Product Diversification Promise Pitfall," but 
rather, going give you case history and let you 
draw your own conclusions. 


The subject our case history Saran Wrap, new con- 
sumer household wrap which actually years old. 


Fifteen years ago was heavy, slightly yellow, oily 
film that smelled bad. None these product disad- 
vantages meant thing our only customer, the United 
States Army, who could see only one great advantage. 
This unpromising film kept moisture away from guns 
better than any other material, statement that still 
true today years later. 


1948 Saran had been developed, through research, into 
clear, non-oily, odorless film which was acceptable and 
possibly useful many applications. seemed only 
logical consider the possibility placing the film 
the market for household use the consumer. 


Because Dow its years corporate life has always 
been supplier raw materials other industries, our 
first thought marketing Saran was find converter 
film who could take our bulk film production, slit it, 
reroll small units and distribute through the nor- 
mal consuming channels. Many such distributors were 
not very enthusiastic about the product; others wanted 
too large share the potential profit. did find one, 
however, who was selected largely the basis 
enthusiasm, certainly not the basis his financial 
strength. 


the summer 1952 was apparent that enthusiasm 
substitute for money when comes introducing 
new product national basis. Distribution had been 
achieved, but the housewife did not know what was the 
box. this point, realized that Saran Wrap were 
ever become successful consumer product would 
have the job ourselves. lined our team 
experts sales, merchandising, advertising, and market 
research and set out place roll Saran Wrap 
every household the land. 


And here was our team: 


Sales Manager chemical engineer whose entire 
business career had been devoted the development 
and sales new industrial chemicals. 


Merchandising Manager sociology teacher from our 
high school who had learned his trade helping our 
customers sell their plastic products over their 
shoulders. 


Market Research Manager organic chemist with 
four years experience industrial market research 
and experience consumer products. 


Advertising Agency firm well respected auto- 
motive fields but one which never had promoted 


product through food channels. 


our team lined the fall 1952 here were some 
the questions which had answered: 


Does the consumer want such 


How wide should be? 


How long should be? 

What type box? 

Can the consumer handle it? 

What are the desirable properties 

What are the undesirable properties 

How will used? 

Will income influence 

10. Will income influence rate 


ll. What kind advertising shall use acquaint 
buyers 


12. How much will average family use per year? 
13. How many rolls per year will sell? 


The only way answer these questions was with test 
markets. 


Late 1952 three test markets were set Ohio: 
Toledo, Columbus, and Cincinnati. These towns 
were chosen for rational reasons addition the fact 
that they were close our home office Midland, 
Michigan. 


Toledo industrial town with relatively high income 
and with television station. Columbus rural center, 
university town, state capital, and it, too, had tele- 
vision station. Cincinnati trade center; has 
elements the old--low income and different grocery 
store pattern from that most northern American cities; 
has some industry; and has television station. 
Dayton, later added try special deal; and 

was chosen because lies the same marketing areas 
these other town. 


Distribution was obtained this area through food brokers, 
the time-honored method distributing household wraps. 


Here what did the test area. Beginning January, 
1953, and continuing through 1954, four separate door-to- 
door housewife surveys were made answer the ques- 
tions which just gave you. addition, two different 
times "in store" interviews were made: number 
panels housewives were set up; radio station WLW 
ducted survey among the housewives Cincinnati; 

store audits were set the test cities through Bur- 
goyne. During this time also made tests outside the 
test market. selected number panels house- 
wives test odor problem which arose. New box 
designs were tested. were able get our product 
placed the Chicago Tribune permanent panel 576 
housewives. 


During this period enough was learned begin the 


National marketing Saran the fall 1953, year 
after the test markets were opened. 


Now let's back our original questions and see what 
answers had been found the fall 1953 through con- 
sumer market research. 


Does the consumer want such product? Yes, 
year after introduction the Ohio test cities, per- 


cent the urban housewives had bought roll 
Saran Wrap. 


How wide should be? attempt was made 
measure this inasmuch could see advantage 
learn that our particular product was acceptable 
the standard 12" size. 


How long should be? Ideally roll should 
long roll wax paper, 125 feet. However, this 
was completely out the range economics 
approached the problem reverse. asked our- 
selves what price would logical price for roll 
this material and arrived something between 
31¢ and 37¢. then put much Saran Wrap the 
roll was economically possible and this figure 
turned out feet. 


This relatively short roll gave some cause for 
concern. Therefore, tested, carefully 
could, the question price and amount material. 
While found that most housewives had vague 
feeling that the roll wasn't very long, actually only 
percent the housewives were able guess the 
exact quantity material the roll. This again 
proves the fact that nobody reads what you put 
your package anyway. 


What type box? Ideally should one which 
handles easily, cuts the film readily, and does not 
lose the end the film back the roll. Inasmuch 
had have something sell the product before 
had chance test box, arbitrarily chose 
nonstandard called trunk-lid box this type. 


Our early surveys showed that this type box was not 
satisfactory; immediately went the tuck-in 
lid box with the cutter bar the top edge. Before 
making this move, however, checked with two 
panels housewives and found that only percent 
housewives preferred the older trunk-lid type box. 


Subsequent other designs have been tested. The pro- 
duct will shortly appear the market with the cutter 


edge moved from the top the box down the bottom. 


This design permits longer flap remain outside 
the box picked for the next piece. Beyond 
these there are still other boxes under test, one 
which feel will offer something quite revolutionary 
the boxed wrapping material business. 


Can the consumer handle it? Early surveys showed 
that percent the housewives complained about the 
difficulty handling the material. the film gets 
charged with static electricity tends cling it- 
self and cling people and cling objects. Quaintly 
enough, many housewives asked that the product 
designed that would not cling until was placed 
around the object. 


This, course, showed complete lack under- 


standing the electrostatic properties Saran. 
does, however, suggest the scientific mind that the 
use radio active material might wipe the charge 
off the film left the box. Subsequent investiga- 
tion has proved that this approach not economically 
feasible, but this does not alter the fact that very 
good suggestion was found the field through market 
research. the final analysis only about percent 
the housewives who have bought Saran have dis- 
continued using because the difficulty handling 


it. 


What are the desirable properties? Housewives very 


quickly verified what thought were the three out- 
standing desirable properties Saran Wrap: keeps 
things fresh, transparent, and clings. For- 
tunately for us, this property maintaining freshness 
not loose advertising claim puffing but 
something which the housewife can dramatically de- 
monstrate herself. cold winter day when the 
humidity down, she has only wrap two sandwiches 
with Saran and some other kitchen material, put the 
two sandwiches aside for four five hours, and then 
unwrap them prove conclusively herself that the 
Saran wrapped sandwich markedly fresher. 


The transparency obvious enabling 
the person using see what the package. This 
particularly helpful covering bowls for the 
refrigerator wrapping materials for refrigerator 
storage. The property cling also unique with 
Saran and readily apparent, some cases perhaps 
little too much so. 


What are the undesirable properties? The only un- 


desirable property the material which have 
found this question cling and difficult handling 
caused cling. other problem real unless 
possibly that cost. 


How will Saran Wrap used? All told, over 


thousand uses have been suggested us. Here are 
the principal ones order decreasing importance: 


(1) For covering bowls and other containers for 
refrigerators 


(2) For use the freezer compartment 


(3) For wrapping cheese 

(4) For use the deep freeze 

(5) For wrapping sandwiches lunches 
(6) For wrapping silverware 

(7) For wrapping pastry 


(8) For wrapping clothes 


Will income influence purchase? There was de- 


finite correlation between the economic level the 
housewife and whether not she had purchased Saran. 
After two years selling and advertising Saran Wrap 
the Ohio test markets, had influenced percent 
the people the lowest income group and percent 
the people the highest income group purchase 
our product. Other income groups ranged between 
these two percentages. 
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Will income influence rate purchase? Our studies 


indicated that income affects the willingness 
initially purchase our product. Once purchased 
there little evidence that the rate use differs 
between high and low income groups. Possibly the 
reason for this that lower income groups have 
more use for Saran--wrapping workmen's and 
children's lunches. Perhaps they are more frugal 
with left-overs. perhaps the product such 
basic value them that they are willing purchase 
approximately the same rate people better 
economic straits. 


What kind advertising should use acquaint 
buyers with our product? The answer this was 


well tested the Ohio market. that area used 
radio, television, newspaper, point purchase, 
personal appearance celebrity, and special deals 
such three rolls for the price two. From all 
these various techniques tried, television was the 
outstanding means telling people about the product. 


Now not saying that television the oustanding 
advertising media the United States today; 
only saying that for our particular product and our 
particular problem was outstanding. This quite 
natural view our problem. Saran Wrap 
difficult product explain someone who has never 
seen before. One stumbles around with com- 
parisons between wax paper, cellophane and gets all 
tangled words about cling, transparency, etc. 
Similarly, difficult material picture ina 
still picture particularly for reproduction such 
media newspapers. the other hand, course, 
television natural because permits products 
demonstrated, observed, and includes impact 
hearing the same time. 


Over half the people who knew about Saran the Ohio 
markets heard about television. This was 
followed word mouth, followed seeing 
the store shelf, followed newspaper and radio. 


interesting note the power television 
introducing Our first show the test 
markets was cooking show which participated 
with number other sponsors. The show, 
remember, was half hour show which probably 
ten products were mentioned. The show was five 
days week but were mentioned only three days 
each week. After six weeks, one half the urban house- 
wives the test cities were familiar with Saran, and 
one half these, percent the total urban 
housewife population, had learned Saran tele- 
vision this short period. 


How much will the average family use per year? 


all the questions which our market research has 
attempted answer, this one has been the most diffi- 
cult. The problem here basically one human 
memory. most you know, small routine pur- 
chases are very difficult recall. Another part 
this problem the well known fact that the person 
being interviewed wants appear intelligent the 
interviewer and wants please him possible. 
result these factors, when plotted the answers 
received the question "When did you buy your 
last roll Saran" found that everybody talked 
bought their last roll two, four, six eight weeks ago. 
Almost one bought the last roll one, three, five, 
seven, nine weeks ago. became apparent that 


were not really getting answers our question 
but were merely demonstrating that the average 
person has preference for even numbers over odd 
numbers. When you add this problem the fact that 
the average person being interviewed wants appear 
important the eyes the interviewer and therefore 
will make the purchases heavier than they actually 
are, you can see that were getting nowhere all. 


Because this difficulty went the Chicago 
Tribune diary panel and approached the problem 
various other ways. are now fairly well con- 
vinced that the average user Saran Wrap will buy 
about five rolls per year. 


How many rolls per year will sell? This 
course the payoff question which all the other 


questions have been directed. After have found 
out how sell, the final question, how much can 
sell, the crux the whole problem. 


the summer 1953, seven months after the test 
marketing operation began, Market Research 
estimated, the basis our consumer studies, that 
could ultimately sell, using the techniques then 
use, approximately 45,000,000 rolls Saran year. 
Sales this year, 1955, will 47,000,000 rolls year. 
seldom that estimating group fortunate 
enough hit its estimate this closely. surpass 
this figure 47,000,000 rolls year, other things 
which were not done the Ohio test markets will have 
done. These things will done, and fully 
anticipate going well beyond this figure. 


the fall 1953, our experienced marketing team was 
armed with enough information reach the decision 
market Saran Wrap nationally. The traditional way 
which product introduced nationally stepwise 
market market, consolidating gains and reaching out 
into the next new area. our case, however, were 
impatient get going and, further, realized that our 
best advertising media, television, was very expensive 
major markets all once. 


were faced with deciding which the major 
national marketing areas should work. These were 
automatically selected for the television network, 
following does population centers. However, not 
having the advertising resources Procter and Gamble, 
and being newcomer television, could not choose 
the best television program carry into the major 
television network markets. Rather, had take the 
best that was available and this turn selected the 
markets which would our major merchandising 
effort. So, launched our fledgling with three tele- 
vision shows "Kate Smith Show," and "Show 
Shows" with Sid Caeser and Imogene Coca. These three 
shows did outstanding job for us. 


While have been emphasizing television the foregoing 
discussion, did not overlook the importance printed 
media. The one thing which black and white television 
cannot deliver package color identification. boost 
this end our program scheduled appearance This 
Week magazine. This gave color advertising and also 
kept our product before the eyes housewives our 
major target areas. 


set distribution through food brokers picked two 
men. One had food distribution experience and the 


other had failed food broker. sent them into the 
field pick food brokers for us. 


Another thing that did was refrain from forcing 
sales forcing distribution through the use gimmicks. 
There were premiums, combination offers, intro- 
ductory deals, advertising allowances, anything else. 
Not that these devices are not legitimate and successfully 
used every day entering well established market. 
They are. We, the other hand, were engaged what 
might called king-size test market national 
basis and still were nct sure that could build fran- 
chise and develop permanent place the American 
marketing scene. Therefore, refrained from these 
sales builders order get true picture what our 
product could with normal advertising support. 
believed that the product must justify its existence 

its appeal the American consumer and its pro- 
fitability the wholesaler and retailer. 


May 1954 our confidence was considerably bolstered 
the following statement from our food store analyst: 
"The introduction Saran Wrap food stores one 
the most outstanding achievements ever observed our 
staff. All commodity distribution for the product jumped 
percent within five months after the beginning 
national advertising. This has been clear indication 
the success Saran Wrap advertising virtually 
forcing distribution creating consumer 
now were building consumer franchise. few short 
months and about million dollars' worth television 
and two thirds the country, synthetic five-letter 
word Saran had miraculously come mean crystal- 
clear plastic wrap that clings and keeps food fresh. 


Our success this point encouraged extend our- 
selves further into and market areas the country, 
shift from participating television full sponsorship 

major night-time program, shift from Sunday 
supplement advertising comprehensive schedule 
magazine advertising, and start build in-store pro- 
motions selected markets. The shift major sponsor- 
ship night-time television was particularly interesting 
project. 


most you know, picking major night-time show 
not easy because the established relations with 
present sponsors. Nothing with any rating all was 
available; was apparent would have gamble. 


that time NBC had major problem Monday night 
with spot opposite Love Lucy," the then top-rated 
television show. NBC's solution this problem was 
work new dramatic show high impact effort 
break Lucy's grip. However, this 
order achieve its impact was pretty risky package. 
The combination the risky package plus the dead spot 
opposite Lucy had caused most the major television 
buyers shy away. Dow was get anywhere this 
area had gamble. And gamble did! 


But don't think weren't scared! Those who had 
seen the pilot show (and who had mind the old adver- 
tising cliche that the average television viewer has the 
mind twelve-year-old child) were very worried about 
public reaction the show. were particularly worried 
about children viewing with adults such medical problems 
caesarian operations and unwed mothers, both which 
the system enable get off the air very 

fast public reaction the show was adverse. hired 


Trendex for special audits which would delivered 
o'clock the morning after the show. hired 
Nielsen for his index, and set elaborate system 
funneling all communications--whether wire, phone, 
letter received NBC, Dow, the Los Angeles 
Medical Association--to one point for immediate analysis. 
put couple million dollars the line, lit the 
fuse, and stepped back, holding our breath with our 
fingers our ears. 


was great moment all, the morning after the 
first broadcast (the caesarian operation), when the 
evidence rapidly began accumulate that the show was 
well received over percent the people who 
viewed it, with without children. Numerous sub- 
sequent studies have shown that Medic liked 
percent the people who view it, tuned out 
the people who see because they prefer other types 
entertainment, and tuned out only percent the 
people who see because they are bothered the sub- 
ject the presentation. mind, least, this 
experience has laid rest forever the misconception 
that the average American has the intelligence 
child. 


many you have heard, Dow will longer sponsor 
Medic after the early weeks January. After sharing 
the sponsorship the show this fall with General Electric, 
have sold our remaining half interest Procter and 
Gamble. are not dropping the show through any dis- 
satisfaction, because course has done wonderful 
job for us. Rather, are leaving because feel 
that our job gaining national recognition for our new 
product has been accomplished and that consolidate 
this position should spend less money one place and 
scatter our advertising funds through Class television, 
magazine, and other media. 


Since our original test market work Ohio, have 
continued study consumer reaction our product 
through more further surveys, and through 
motivational research studies. have checked just 
about every possible marketing and consumer aspect 
our product. the course these studies have been 
touch with approximately 14,000 consumers and have 
spent about quarter million dollars market 
research costs alone. 


What have accomplished? Saran Wrap today 
regular household item with many housewives. have 
been able acquaint nearly percent the nation's 
housewives with our product. have sold least one 
roll percent these women, and have sold two 
more over three fourths the Saran purchasers. 
Our company now nationally recognized factor 
the grocery trade, the trade itself. More important, 
the product moving continually increasing volume. 
are not yet satisfied, but have positive assurance 
that are the right track. 


don't want create the impression that are group 
geniuses the backwoods Michigan. course 
are not. have had lot factors our favor 
this marketing program. First, had good management 
supporting our courage throw our fledgling pro- 
duct into market dominated competitors. Second, 
our marketing group had the advantage not being aware 
all the reasons why couldn't succeed. 
and their lack prejudices this field were undoubtedly 
assets. Third, had people--the right kind people-- 
willing learn, work, and make this project succeed. 
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Finally, and perhaps most important all, hada material market just two years after entering the field, 
unique product--not "me item with imaginary ad- selling Saran Wrap the rate 47,000,000 rolls year. 


vantages, but something that actually was different and 


have great plans for the future, and are confident 
without direct competition the market. 


that our product will continue grow. hope that you 


will invite talk you again when our sales hit 
here are with percent the national wrapping 90,000,000 rolls year. 
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BASIC MARKETING STRATEGY THAT TRIPLED 
SALES VOLUME 


Connell 
Norge Sales Corporation 


task relate for you strategy and technique 
which less than two years increased annual sales 
company from $43,000,000 more than $125,000,000. 
This examination reawakening that has made 
Norge force reckoned with the appliance indus- 
try. was associated with Norge 1949 when average 
$3,500,000 month was good; now direct sales 
force which merely cruising average volume 
$10,000,000 month. 


How this came about extremely difficult charac- 
terize. were pinned down one sentence might 
give this prescription: thousands new dealers using 
imaginative promotions sell appliances with new 
features. 


You probably know that Norge division Borg- 
Warner Corporation, industrial corporation whose 
volume for this year will exceed the half-billion dollar 
mark. manufacturer complete line gas and 
electric appliances, Norge the only big consumer-goods 
maker the Borg-Warner lineup. 


Back 1948 Norge was being strangled competition 
and was piling losses. 


Borg-Warner threw the full force its research and 
engineering behind Norge and remedied product short- 
comings. But even so, Norge continued progess 
respectable but certainly not sensational pace. Rumor 
(not exactly unfounded) had Norge being sold com- 
petitor. matter fact, prospective buyer had 
visited Norge plant and had tentatively revised the lay- 
out meet his specifications. Once power and proud 
name refrigerators, Norge was the trading block. 


But Roy Ingersoll, the stout-hearted Borg-Warner 
president and chairman, was not yet ready give 
Norge. 


Ingersoll recognized that Norge had good products and 
name that consumers recognized easily, but that needed 
galvanizing force, personality who could weld all the 
elements needed for success appliances. turned 
Judson Sayre, the appliance merchandiser who put the 
wash woman out business pioneering the automatic 
washer 1938. Sayre took over the Norge leadership 
May 1954. 


reality, Ingersoll literally turned over Norge's fortunes 
marketing genius, man whose every instinct leads 
directly wide use basic marketing research tech- 

Moreover, Sayre enough genius know 
that big league marketing team operation. set 
out build what describe modestly the most alert 
marketing group the appliance industry. 


This may seem like cliche, but market coverage was 
our big problem. I'll never forget one the first Sayre- 
held meetings. looked over advertisement LIFE 


magazine and studied for several moments, then folded 
into ball and meditatively dropped into the waste- 
basket. "The agreed, "but absolutely 
worthless. With our market coverage need line 
the bottom the ad--if you don't have Norge dealer 
area, just come the factory and we'll take care 

you. 


Sayre wasn't kidding. one entire midwestern state 
had sold but nine refrigerators during summer month. 
But New York City, where had coverage, Norge 
products were selling fairly well. 


One our main problems was our hat-in-hand attitude 
toward distributors. Time after time created cam- 
paigns that died the distributor's warehouse ours. 
decided that distributors could not run factory 
the appliance business successfully. This was make 
tremendous difference our market saturation pro- 
gram, enable not only create promotions but also 
follow through and pinpoint results. The local major 
appliance editor for RETAILING DAILY, our trade daily, 
sat one our distributor sessions and was amazed 
the realistic way talked distributors. 


"You are the only manufacturer this Chicago area 
talk this way, and furthermore, they appear like it." 


"Like it," retorted Sayre, "they come and ask 
don't love them anymore fail give them down- 
country." 


Sayre's history making money appealed distributors; 
and the ideas that started rolling from Chicago last year 
informed them that hadn't lost his touch. 


First all, before getting involved recounting the 
things did, I'd like pause moment and establish 
two beliefs that our success has confirmed for us: 


Market research plays tremendously important 
role, and you've got keep remembering that facts 
solve your problems are usually available for the 
gathering. 


Merchandising--the result what you've learned 
about your product market--pays high premium for 
timeliness, for doing the right thing the right time, and 
for doing strong sales job. 


With these mind can define the Norge marketing 
philosophy. It's the application common-sense ideas 
imaginative ways--in twelve words, salable products 
plus market coverage plus imaginative promotion and 
hard, intelligent sell. merchandising, timing more 
important than horse racing. 


Our definition might mystify the laymen, whom booming 
sales curves are akin pulling rabbits out the hat 
else spending much money that the consumer can't help 
but buy. 


fast-moving appliance firm has flexibility; that attribute 
has been one our greatest blessings. We're small 
enough stop and change direction overnight, and still 
big enough make the decisions that counter new situ- 
ation. 


generated this thinking and down the Norge ranks. 
proceeded overturn and revise the basic marketing 
policies that were shackling us. 


think can say that these beliefs are covered these 
four broad marketing aims: 


(1) Improving Norge quality and design for the future. 
(2) Strengthening distributors and dealers. 


(3) Improving consumer acceptance merchandising 
strength. 


(4) Doing dynamic sales job. 


How you strengthen distributors? good question-- 
and one our main headaches. Progressive distributors 
are the key effective dealer coverage. The good ones 
take our programs and run with them. Manufacturers 
are cursed the distributor who continuously will 
the factory and decide arbitrarily that pro- 
gram not good for his particular market. But were 
able achieve good dealer coverage, strengthening 
distributors largely through market research. 


the appliance industry voluminous records and statisti- 
cal data provide insight into markets. had ac- 
cumulate volumes marketing data immediately. The 
head our marketing research department--a young man 
who living proof the description that genius 
dissatisfied person who works hard--was handed this 
assignment one bright morning during the middle 
August last year: 


"By October require detailed information about every 
Norge appliance outlet the United States. want 
know what our smallest store sells, and what quantity. 
Then, want you compare these data with the po- 
tential business the area. 


"We won't satisfied with anything less than the complete 
story about our dealer coverage. 


Six weeks later called our men and sent them from 
Chicago laden with the heaviest and most voluminous set 
records ever assembled. Our men knew more about 
the potential distributor's territory than the distri- 
butor knew himself. They knew what our dealers were 
selling, and, even more important, what they were not 
selling and why. 


Our salesmen reviewed these data with distributor 
principals. Many tales came drifting back our Chicago 
headquarters. There was the story the distributor 
president Southern state who kept pounding the desk 
harder and harder our salesman unfolded story upon 
story inadequate dealer coverage his territory. 
Finally, jumped up, took his sales manager the arm 
and headed for particularly ineffective area, remote 
point his territory, prove wrong. The Norge 
salesman and his records were right, for the irate presi- 
dent returned two days with several new dealers and 
order for six carloads Norge home appliances, all from 
previously not considered sufficiently im- 
portant which set even one dealer. 


This information about dealer coverage county-by- 
county, city-by-city, and 
basis enabled get our dealer coverage saturation 
program off the ground quickly. six months added 
more than 6,000 new retail outlets. 


One the more obvious net results this was 
strengthen our distributors' position. With active retail 


outlets could add our production capacity and en- 
large the sphere our advertising. Distributors did 
about face, and gladly supplied the sales records 
needed. Soon were able schedule Monday morning 
"going rate" meetings, during which could detect the 
weakest links our distributing organization and take 
immediate steps speed flow appliances from distri- 
butor dealers. Application statistics the whole- 
saler enabled plan our manufacturing and promo- 
tions more effectively. 


Now you may think this dealer evaluation study was ex- 
pensive. was--more than $75,000. But that isn't 
large sum when you think the returns brought. 


Actually believe that too many businessmen spend too 
much time worrying about the size their competitors. 
they knew more about their local markets and pro- 
ducts, size wouldn't matter. 


Once our dealer force had reached sizable proportions, 
set out improve consumer acceptance Norge 
appliances staging merchandising events force. 
Statistical research told where had go. But 
couldn't empty-handed. added traffic-building 
promotions our good products--and gave the dealer 
price that would attractive customer. showed 
the dealer how could profit advertised and dis- 
played Norge. 


For many years Norge household appliances had enjoyed 
reputation for sound engineering and design. But pros- 
pective buyers had not been seeing them. The acceptance 
was there, but latent, because the Norge monogram was 
not familiar sight the appliance dealers' stores. 


The first thing did was improve our communica- 
tions from factory distributor. started this 
sending out weekly distributor bulletin package con- 
taining all information usually mailed piece piece. 
reasoned that put all the Norge merchandising plans 
one package, ready for the Saturday sales meeting, the 
distributor might make better use them. included 
merchandising calendar that the distributor could 
plan his activity gear with ours--and followed 

make sure did. And today Chicago package 
its way 500 key members our distributing team, 
time for the next Saturday's sales meeting with topics 
for that meeting and plans for January for the distribu- 
tor's sales managers use. believe, strongly, that 
indifferent plan closely followed better than good 
plan without follow-up. 


One question tested every idea advanced possibility 
for our merchandising strategy--"Will make retail 
Norge sale?" 


sought out items that might bring about family 
shopping our retailers' stores. looked for related 
merchandise that would bring people look re- 
frigerators, freezers, automatic washers, and the rest 
our "big ticket" items--not premiums but items 
which attracted customers buy something they already 
wanted but hadn't gotten around shopping for. 
applied market research, tried out known factors 
imaginative ways, built promotion packages that the dis- 
tributor salesman would proud present his dealers. 


Our first real merchandising hurdle came during the 
Christmas season before last. Our coverage map started 
show more detail but needed retail promotion 
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keep the upsurge going. The time couldn't have been 
worse--Christmas, when appliance dealers get only seven 
cents out every consumer dollar spent, mainly because 
they can't stage crowd-drawing holiday displays and 
activities. created traffic builder and blended 

generously with family selling appeal. 


offered toy package consisting items suitable for 
children from two twelve with the purchase Norge 
appliance. The toy package alone wasn't the clincher, but 
the psychology was terrific. For $25 down Dad obtained 
$50 worth toys for the kids and still presented his wife 
with important appliance for Christmas and achieved 
hero status with the whole family. 


Here was activity with kicker--a gift that appealed 
the customer's own sense personal importance. But 
far more important, convinced the dealer was good 
hands. His door swung open us. The $1,500,000 worth 
toys that Norge bought last year earned several million 
dollars' worth Norge acceptance the retail floor, too. 


During the Christmas season just passed again 
packaged toys giant stocking and enjoyed every 
much success did 1954. 


Last our attitude about family selling struck 
rich. With our fingers crossed purchased number 
tents emblazoned with the name historical figure. 
You may have heard thousands times this summer-- 
Daavy, Davy Crockett. Immediately were the midst 
another sensationally successful promotion, the Davy 
Crockett tent for kids... with the purchase Norge 
appliance. Davy, think, illustrates one reason for our 
success. jumped Crockett when was hot but knew 
wasn't going last forever. the time Davy died, 
had another activity going, and our dealers didn't have 
carry the tents this Christmas. 


During the late spring and early summer months was 
debatable who was making the most noise--the small fry 
Davy Crocketts our tent suppliers (we ended with 
three), our distributors, dealers. The promotion ac- 
counted for least $7,000,000 worth Norge sales. 


This past summer also launched Thunderbird Jr. 
consumer contest. Housewives who watched demonstra- 
tion the automatic washer dryer became eligible 
win one these miniature automobiles for their children. 
This was intriguing incentive, and quickly chalked 
some $300,000 miniature automobile sales dealer 
after dealer offered prizes. 


Then September inaugurated in-the-store Launder- 
amas: demonstrations conducted trained home econo- 
mists. The plan was put America's greatest salesman-- 
the woman next door--to work for Norge appliance dealers. 
Here used the basic theme that word-of-mouth can 

powerful sales ally. More than 125,000 women went 
home and told their neighbors about new laundering 
methods--and the 1956 Norge home laundry line. 


make deliberate effort not overload the merchan- 
dising wagon; tied each activity particular pro 
duct. For example, during the late spring the tents were 
natural move refrigerators, thoughts 
turned camping and the wild frontier. Too, they helped 
create merchandising excitement during period when 
home laundry sales normally fall off. And during the 
summer, when all appliance sales are usually down, 
generated interest with the Thunderbird Jr. miniature car 


giveaway. Incidentally, the Thunderbird Jr. was way 
keep dealer interest its high peak. Distributors 

tied with automobile races, disc jockey shows, state 
and town fairs, civic celebrations, Little Leagues, and 
countless other activities. 


This fall, when the peak home laundry season came 

around, were ready with the Launderama. Thousands 
women home, over the bridge table, the bus, and 

P.T.A. meetings--talked about the wonderful laundry 
demonstration they sawthe night before Joe Kus- 

naviche's store. And Joe sold them Norge automatic 

washers and dryers. 


These and other activities quickened consumer purchases 
the point where shipment Norge automatic washers 
and dryers went allocation, despite our manufacturing 
expansion programs which doubled production capacity. 


Behind these there was considerable activity build and 
maintain the morale the distributor-dealer organiza- 
tion. During the first six months, Norge conducted 
dealer profit-sharing program known T.W.O. the 
dealer would display hooked-up appliances and participate 
distributor sales-training sessions, would receive 

check amounting percent the total all his pur- 
chases. 


Dealers' profits had been sliding, and retailers were re- 
ceptive plan that would jack their net. our side, 
were delighted find weapon with which could 
fight internal competition dealer level. wanted our 
appliances front the store, wanted our models 

operating--and were willing pay for this. 


T.W.O. checks were distributed special "Big Payoff" 
open houses held our distributors. They made 
event out the presentation, the motif the Old West, 
complete cashier's cages and assorted western regalia. 
Money creates aura good feeling. course, 
sold appliances dealer when dropped for his 
check. The checks that passed out July totaled 
substantially more than $2,000,000 and did wonders 
keep dealers increasing the sales our appliances. 


One our dealer-boosting activities, course, in- 
cludes the now time-honored vacation trip idea. For the 
second six months '56 winter vacation incentive 
carried our dealer morale-building program. Dealers 

who bought certain amounts appliances earned vaca- 

tions Mexico Puerto Rico. Next month planes will 

carry some 2,000 dealers southward tropical climes. 


top these maintained continuous, tangible 
program distributor wooing. Six our distributors 
now drive new Cadillacs, courtesy Norge, rewards 
for their dealer-getting talents. 


there were. Consumer acceptance for Norge was 
growing. But you can't stand still product develop- 
ment. Our good products needed further embellishments 
that would excite the fast-growing dealer organization 
were consolidate our position. 


believe that many popular features are designed 
market researchers. Researchers find out how woman 
actually uses appliance. 


Research told us, too, about markets for specific ap- 
pliances, such the automatic clothes dryer. Here 
appliance loaded with sales appeal but with less than 
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percent saturation. using dryer for six months, 
the average housewife would rather have dryer than 
automatic washer. were sure that stumbling block 
mushrooming dryer sales was the mistaken idea that 
dryers required elaborate and expensive installation. 
Price might have been still another barrier. 


Armed with this knowledge, moved quickly. de- 
signed dryer retail for $149.95, the lowest price 
ever, model that would operate 110-volt house 
current. did more. offered the dealer package 
that could sell this dryer and automatic washer 
for almost the same price consumers would have pay 
for competing washers alone. With this recipe were 
soon able double our industry dryer take. Our mar- 
keting coverage became even healthier dealers rushed 
sell clothes dryers that broke price floors, and could 
advertised effectively the local newspaper and 
shown advantage the store floor. 


One our dryer's features was exclusive. The ap- 
pliance could made dry without tumbling, and was 
just right for the delicate nylons and synthetics pre- 
viously considered only dryable hand. This non- 
tumbling action brought letters from all over the 
country. Family after family told about dogs and 
other pets dried the Norge dryer after being washed. 
These unusual uses produced talk and interest the 
retail and wholesale levels. 


know that the homemaker today washing garments 
made nylon and other synthetic fabrics. Manufacturers 
great pains attach detailed washing instructions. 
But Norge field studies showed that the average woman 
did not follow apparel instructions the 
letter. 


one result this study, Norge brought out June 
this year automatic washer with two complete washing 
cycles, one for regular wash loads and the other for 
synthetics. The second cycle--which operates exactly 
half the time regular washing--permits synthetic 
fabrics washed with peace mind and automatically. 


Researching our new automatic washer line, learned 
that the housewife often insists upon way re-use soap 
and water. Whether she uses not, she wants the 
feature the next automatic washer she purchases. 
Perhaps this preference instinctive carry-over 
from the time when she owned wringer washer and used 
hot water and soap suds over and over again. Naturally, 
the top the line now has resudser feature. 


Another thing our researchers discovered was that women 
disliked the dryer door and called They 
had lean over and stuff clothes into the drum. Our 
home service director came with the solution that 
objection. Why not use the door help load the dryer? 
Why not? So--the Norge dryer you'll see today your 
local appliance dealer's store has the Hamper-Dor. The 
door opens three positions--one, loading chute; two, 
shelf for folding and sorting; and three, flat against 

the appliance the clothes basket can drawn close 
the drum. 


Such exclusive features those were one the main 
reasons that Norge laundry appliance sales soared better 
than 300 percent two years. Bringing out the right 
product the right price and time may seem hot 
flash genius, but more likely intelligent use 
cold facts and figures. 


This month our distributors are showing dealers new 
line refrigerators. This line has been completely re- 
designed and the tune several million 
dollars. But have the utmost confidence our re- 
search surveys and statistics. 


the line, added lot little things which totaled 
big conveniences for the consumer. 


Mother dislikes open the freezing compartment every 
time one the children wants ice cubes. built 
separate ice locker, apart from the freezer chest. 


Further, provided crisper that could removed 
and carried the sink, need be, wash out every 

clinging celery leaf, crisper that could lifted out 
bodily and brought work loading center. This 

crisper eye level--where can filled un- 

loaded easily. 


This same refrigerator line move simplify the 
growing color trend for dealers. The average appliance 
retailer does not stock wide selection color, and 
this loses sales. has pink, chances are the prospect 
wants yellow. vice versa. Exteriors our new re- 
frigerators are finished white, pink, green, yellow, 
and accommodate copper, satin-chrome, gray light- 
weight panels over the upper part the door. Our 
handling color practical for the dealer 
versatile for the consumer. provide color com- 
binations, but the dealer needs only four basic models. 
And the homemaker can change the decor her re- 
frigerator any time she redecorates her kitchen. 


One the new models our refrigerator line has practi- 
cally freezer compartment, just cubes. You may 
question our thinking doing this, especially when 
contrasts with manufacturers' increasing emphasis 
more and more frozen food capacity the refrigerator. 
arrived this decision very simply. surveyed 
the home-freezer owners and learned that "all re- 
model especially suitable for the home- 
freezer family would likely seller sizable 
market. 


Our survey showed that the preference 3,700,000 
families being overlooked refrigerator manu- 
facturers. Some percent home-freezer owners 
said they have minimum use for the frozen food compart- 
ment the refrigerator. And, furthermore, their next 
refrigerator will have little frozen-food capacity. 
Those with freezer the basement garage not 
use the refrigerator frozen-food compartment any more 
than families who place the freezer the kitchen. 


These are statistics, part veritable mountain them— 
but they shape our line and our marketing plans. 


Norge competes with companies many times its own size, 
but has tripled its sales two years' time. 


Sometimes you have take that extra step. think that 
all try make decisions after first gathering all 
facts and figures. But one the great industrial tragedies 
that many stop short using detailed breakdowns 
sales rates and market trends addition over-all 
volume and profit statistics. 


Actually, feel that Norge has only reached plateau 
its march first division berth. are quoted reach 
$150,000,000 the year just ahead. Within three months 
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will introduce new line appliances which will open 
new dimensions household efficiency. The features 
incorporated the new products are based great 
extent thinking expressed through our marketing re- 
search activity. 


When Jud Sayre first came Norge likened the 
"sleeping The sleeping giant has awakened with 
roar, and flexed its muscles make possible spec- 
tacular upsurge sales. 


accomplish this know we'll have lend even 
additional emphasis these basic marketing tactics-- 
design salable products, market coverage strength, 
imaginative merchandising, and hard selling. 


think one the most satisfying results our marketing 


philosophy the change have wrought the attitude 
our distributors and dealers--and yes, even that 
our factory headquarters team. New interest and excite- 
ment run rampant through our distributing organization. 
Our people have those necessary attributes for success: 
desire, planning and hot merchandising, and willingness. 


firmly believe that the merchandising excitement 
have generated will continue grow--and grow 
faster pace. While not expect number one 
the near future, you may sure that whoever top 
going get terrific run for his position. 


This, then, part the basic marketing strategy which 
more than tripled Norge sales volume two years and 
which continue grow. 


q 


q 
q 
q 
4 


CONSUMER PRODUCT TESTS--SOME NEW CONCEPTS 


Stevens Stock 
Alfred Politz Research, Inc. 


The three kinds product tests marketing research 
are often confused. Research suffers considerably from 
this confusion. The three kinds are these: 


Objective Tests. Objective tests are the physical ones 
which include quality control. These tests are con- 
ducted chemists and engineers who evaluate the 
product terms physically measurable charac- 
teristics. 


Subjective Tests. Subjective tests have their ob- 
jective tell qualities built into the product physi- 
cally are discernible consumers. These subjective 
tests are conducted three ways: 


expert graders who presumably have certain 
trained innate abilities detect changes 
quality and characteristics the product. 


jury tests which audiences, representing the 
best possible samples, test the product and rate 
their judgment. Juries can range expertness 
from facsimile random sample fairly 
expert testers. 


blind tests which can conducted means 
survey research. For example, customers 
potential customers are given unmarked products 
various kinds try out and then are reinter- 
viewed see which several products several 
versions product most satisfactory them. 


Market Tests. market tests, the objective test 
not only the quality product but the salability 
the product. Here are interested (1) whether the 
product satisfactory one the consumer and (2) 
whether the product one that the consumer will buy. 
market tests, attempt test all market charac- 
teristics the product once. 


test the observable--perceptible physical 
characteristics insofar they are perceptible 
the consumer. This includes color, taste, power, 
etc. 


test the imputed characteristics--the real but 
psychological satisfactions added the product 
its package, its label, its name, some cases the 
outlet, and the manufacturer's name. Many market 
tests overlook the imputed characteristics 
product. Harry Henry, for instance, has done some 
remarkable research England where has 
shown that cookies labeled ‘butter were 
chosen great majority people being su- 
perior the identical cookies not labeled with the 
term "butter." 


marketing tests, are interested how much 
physical satisfaction and how much psycho- 
logical imputed satisfaction. know that many 
people who cannot tell one cigarette from another 


the usual brands have very strong feeling for 
particular brand. the one hand, can say 

that these people are fooling themselves; but 
perhaps more correctly should recognize that 
people have preference for brand name, the 
brand name carries with many imputed satis- 
factions which are real enough make tremendous 
differences the market position the product. 


recent study how consumers buy paint 
brushes, found that most amateur painters 
tend judge paint brush how soft the bristles 
are. Their test entirely the feel the 
bristles the hand. Most professional painters 
and people who have made scientific study 
how paint brush works know that there nothing 
the feel brush that really predicts how well 
will its job. Nevertheless, market paint 
brushes, necessary that the bristles have 
satisfactory feel well proper technical 
characteristics. 


all market product testing, try get the nearest 
facsimile the actual market situation. Obviously, the 
best, though often the most inefficient method testing 
product, would put the market and give 
advertising support and see how well does. Many 
people this test markets. This very expensive 
method and does not offer the opportunity study many 
the variables associated with the marketing 
product. 


Since market product testing difficult and in- 
efficient, marketing research seeks the nearest facsimile 
the actual market place conditions that can afforded. 
must study all the variables anticipate will 
needed. Thus, marketing research, have methods 
product testing ranging from the most realistic and 
somewhat expensive less realistic and less expensive. 


One very realistic method, course, merchandising 
experiments. this case, place the new products, 
several variations new product, sample 
stores, give them the point sale promotion and see how 
they sell. This tests the package, the name, the manu- 
facturer; and careful follow-up who bought, can 
also test how the public reacts the product and even 
the extent repurchasing it. 


This somewhat expensive since the manufacturer 
actually must make and package the products tested 
and must get the test stores cooperate. does have 
the advantage, however, that several different variables 
point sale display and package design can tried 
out. Alfred Politz Research, Inc., operates hardware 
store which experimental merchandising and 
test various versions new products. The Kroger Com- 
pany has done good deal this work food products 
using elaborate randomized block design samples 
their stores order study the effect the variables 
associated with the outlet itself. 


Merchandising experiments, while far cheaper than 

actual market tests, are still somewhat expensive, par- 
ticularly we're interested studying many variables 

once. the other extreme survey research, which 
inexpensive and yet comprehensive far the number 
variables studied concerned. survey research 
try generalize market place behavior from doorstep 
reactions. This sometimes very difficult do. Many 
people behave vocally quite differently from the way they 


behave the market place. Even very subtle motiva- 
tions affect the interview behavior and not the buying 
behavior, and vice versa. 


The problem, therefore, make the interview situa- 
tion the nearest mock-up the market place possible. 
Many clever systems for imitating the market place have 
been invented. One interesting system give the 
respondent play money and then play game which 
buys pictures real products sort play-drama 
what happens the store. 


Another method with inexpensive products, course, 
offer the products free and ask the respondent which 
product wants. This method has been found very useful 
pretesting books. this case, find that the books 
people say they would like buy differ very sharply, for 
prestige reasons perhaps, from the books they actually 
buy. order overcome this, gave people list 
books and asked them which one should send them. 
including the list certain books already the market 
and certain books for intended publishing, could make 
ratio estimates sales the choice for the future books 
ratioed the choice books already the market. This 
method yielded accurate predictions the sales cer- 
tain book types. 


the products are too expensive give away, reason- 
able substitute give people opportunity choose 
the product they want and then, instead giving them the 
product, give them chance the product the form 
lottery. Thus, pretesting cabinets for elaborate 
radio and television sets, necessary offer the 
respondent only chance the radio television 
his choice. giving away few radios televisions, 
get hundreds people make realistic choices which 
more closely resemble the market place choice than 
simple verbal choice multiple choice question. 


Even simple polling can helpful and very inexpensive. 
Here, there high premium introduce into the 
interview many stimuli possible that also occur 
the market place. use directive bias questions 
order find out how respondents act certain sales 
stimuli. the use split samples and experimental 
designs, can analyze the differences different sales 
stimuli. 


The one great advantage the simplest kind polling 
method using carefully designed questionnaire that 
can study many variables once since verbal be- 
havior much less expensive and less cumbersome 
observe than real behavior even approximate fac- 
similes real behavior. 


But with polling there are the many age-old technical 
problems. People's motivations answering the ques- 
tions are often different from their motivations the 
market place that run into all sorts trouble. Ina 
poll easy answer questions which lend prestige 
the respondent. This type prestige would perhaps 
never occur the market place. 


There are many other technical problems, too, such as: 
The split ticket. 
The bias simple first choice: the respondent 


tends take the first many choices when has 
low interest any the choices. 


plicated, the respondent tends forget the earlier 


The confused last choice: the problem com- 
choice while considering later ones. 


The tendency people avoid extremes un- 
usual responses simply because they don't have 
enough time the interview become acquainted 
with the ideas presented for choice. 


The tendency always vote for the status quo. 
For this reason, polling often turns apparent 
negative reactions product innovations which, 
when properly promoted, often are best sellers. 


The tendency polling plant ideas which have 
nothing with the sale the product. This 
characteristic wherever polling used. 


One the best examples this last error recent 
testing techniques. Here, many researchers have 
come with what seems them profound finding that 
ads that don't give the "reason why" are not appreciated 
read the public. This finding often spurious. 
The technique show people some ads, ask them 
which one they like, and then quickly follow asking 
Under these stimuli, the respondent soon catches 
ads for which can give the best reasons why. 


such cases, the researcher always comes back with 
the answer that people are impressed ads which 
there are many reasons why. course, the reason the 
researcher finds people choosing these ads simply 
that the poll insisted upon asking the respondent why 
chose the ad. The results may have nothing with 
the motivating factors, the effect the people's 
behavior the market place. 


Product testing often suggestive new ideas but 
rarely totally creative. If, for instance, one hundred 
years ago had gone out and asked people how they 
would like light their houses, would have gotten 
excellent description oil lamps; never would have 
gotten description electric lamps. Often, take 
out three variations product, andc. are 
not careful, may completely overlook the possibility 
another product had never thought of, product 
which might labeled 


Actually, product testing often differs sharply from moti- 
vational research. many respects, product testing may 
inferentially suggest motivations. Many researchers, 
however, have suggested clinical psychological tech- 
niques for product testing research. This, course, 
highly fallacious use clinical techniques. the first 
place, clinical techniques are expensive compared 
almost any other survey research techniques. But much 
more importantly, clinical techniques are highly un- 
realistic for market product testing. cannot predict 
marketing behavior from the isolation the psychiatric 
couch. Product test depends for its validity upon getting 
the nearest facsimile the real market situation that 
people may observed behavioristically. 
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AUTOMATION--FORERUNNER 
MARKETING REVOLUTION 


Peter Drucker 
New York University 


hope you don't expect tell you what automation is, 
because don't know. don't even know how ask ques- 
tions, let alone the right questions. don't think anybody 
knows yet. have word, and all know that things 
that are happening have important and major impact 
the way manage business. But what precisely this 
word automation means don't think know yet. 


know, however, few things automation does not 
mean. First, know that doesn't mean any one thing, 
but that means great many things. very limited 
experience with automation have come learn that for 
certain kinds jobs automation may very well mean 
nothing more than new machine while for other kinds 
businesses and situations may mean entirely new 
concept order and organization--an entirely new way 

doing business without single new machine. 


The second thing know that automation does not mean 
any particular technique production. Actually 
would say know that the manufacturing process 
automation usually not much more than logical con- 
tinuation things have been doing for long time. 
outside manufacturing, the way manage 
business, that amounts revolution, you want 
use such term. 


And finally, know that the idea that the main place for 
automation the manufacturing plant probably quite 
fallacious. Automation manufacturing has the least 
scope and probably will have the least impact. 


The impact and the scope are much greater clerical 
operations. are beginning learn that these new con- 
cepts human work and these new ideas how or- 
ganize human work are most fruitfully applied, have the 
widest produce the most radical changes 

areas outside manufacturing proper. 


And personal guess--but isn't much more than 
guess--is that all the areas marketing probably 
going the most important, the most critical, and the 
one that going affected most. 


First, let say not marketing man. con- 
cerned with marketing but always somebody who 
connected with the management business. Thus, 
looking marketing from the point view busi- 
ness. 


always look marketing first because, quite obviously, 
the most complete and most satisfactory division 
look from the customer the market 
place, look it, other words, from the point 

view its purpose. 


And always look marketing first because know 
great deal more about marketing than know about any- 
thing else. have better theory, better concepts, better 
understanding. 


This operation with brand managers, which spreading 
rapidly through all industry because essentially 
sound, poses some very pressing problems some 
you who are engaged the research aspects market- 
ing. Excuse toss another--and perhaps un- 
appetizing--tidbit. have done very accurate job 
staffing this brand manager with the things needs 
know before goes the market. can tell him 
lot about his product, how compares all other pro- 
ducts the competitive category; and can tell him 
about the total market and what the trends are; but after 
goes market and starts spend his money and 
wants get his results, there that give him very, 
very inadequate information. Again, give him the 
whats and not the whys. 


Now, here face little problem, because perhaps 
doesn't have enough research background know that 
needs these other things. have gone numerous meet- 
ings where seven ten people look the same Neilsen 
report and come out with seven ten different conclu- 
sions. They are all likely, but only one them the 
truth. And bet million million premise. 


are working against facts. They are the facts con- 
sumer knowledge and attitudes. stand here today 
millions plans for advertising next year will ap- 
proved that are already doomed. They cannot have the 
effect that they are supposed have, because they are 
based only premise. 


Out the responsibilities now inflicted you people 
marketing there will come new kind marketing man, 

man who really understands the opportunities that exist 
for him--the competitive opportunities for him 
individual and for his company, for the brands manages. 
This will happen can get know the hundreds and 
hundreds things that must know about the whys 

his business. 


think this happy day will occur for lot when 
all forget the things can't research, the things 
can't do, and decide that somehow other are going 
them. 


this point have pay tribute the independent re- 
search men who make their living selling research. 
There almost nothing that they are not willing tackle, 
for money. This the way ought be, because 
they far represent the most important force bringing 
new kinds marketing, new kinds marketing research, 
into the marketing picture. What have they lose except 
And they can get more. 


little that, "Gee, can't too sure, but let's try 
that attitude ought rub off some the 
other people engaged marketing research. have got 
have little spirit "Let's try it," and I'm awfully 
sorry the answers don't always correlate and you can't 
make one those pretty charts that some you people 
like have. Sometimes sure that some this in- 
formation lot more valuable than measurement 
what happened Dubuque Decatur twelve months ago. 


For the guy who willing have little the pioneer- 
ing, little the adventuresome, little the starry 
look, there never was brighter day the marketing 
picture. His opportunity the future big and un- 
limited the growing basic importance the marketing 
job that has become the bulwark America's economy. 


But look marketing from the point view man 
general business management, seems that 
are going trouble marketing aren't already 
trouble. the one hand, seems obvious that our 
existing marketing structure beginning crumble all 
around the edges. can't evaluate these changes; can 
only see them and see that the distributive patterns, 
marketing concepts, and custom-of-buying concepts are 
suddenly becoming very brittle. All over the place see 
signs change. Judging from what have been through 
before, think are reaching the point where these 
things will suddenly come together very big and com- 
plete changes, particularly distributive channels. 


Looking the evidence, I'll dare say that the con- 
clusion inescapable that the days the franchised 
dealer durable consumer goods are very definitely 
numbered--and the numbers don't run very high, either. 


think the automobile companies are being put into 
squeeze play. There are dealers who, recognizing that 
they longer serve any purpose distributing auto- 
mobiles, are trying freeze pattern raising 
political dust storm. But don't think that going 
any more than delay the inevitable. Outside the auto- 
mobile market, think the franchised dealer already 
more less obsolete and exceedingly unreliable dis- 
tribution medium, especially now that the great bulk 
our population lives few metropolitan areas. 


think that don't know how price. look what 
get the way pricing concepts from functional 
people, don't know what with pricing concepts which 
focus the price individual model number ina 
product range when don't make individual model num- 
bers, but necessity make product ranges. What shall 

with these pricing concepts which are based 
consideration what rapidly becoming percent 
total cost--namely, the miscellaneous category. This 
just another way saying don't know what is. 
Yet have base pricing such concepts. 


Nor know anything about the relationship between 
price strategy and consumer behavior. All know that 
the things have heard apparently don't make sense any 
more. 


there are indications major changes all over the 
place. 


Now, add this one fact; namely, that you marketing 
will situation you have never known before. you 
look the efficiency and the productivity our marketing 
operators, has not increased greatly--nor could have. 
This particularly true selling, especially retail 
selling. 


the same time the wages the people that activity 
have gone with manufacturing productivity, and they 
will continue up. Manufacturing wages will inevitably 
very steeply the next fifteen years. are shift- 
ing great many jobs from semiskilled into highly learned 
categories with much greater scarcity people and much 
higher wages. How much longer will you able con- 
tinue marketing system which, and large, more 
productive than was thirty years ago and the same 
time pay modern American wages 


look operation like big retail chain, wonder 
whether ten years from now such operation will able 
keep business unless succeeds increasing the 


productivity the individual sales person the floor 
finding ways selling without the sales person. 


This change will come time when the working popu- 
lation will scarce. know what the working popula- 
tion over the next twenty years will be; everybody who 
will already born. know that the population 
working age will remain practically unchanged for the 
next ten years, and will increase slowly for ten years 
thereafter, compared the growth population, and 
especially the growth family units. 


So, Labor will neither cheap nor plentiful. Because 
population increasing rapidly, are faced with the 
need all business areas twice much work 
within fifteen years with about the same number people. 


not too worried about how this the factory, 
where can replace hands with machines. That 
learned long time ago. But don't know how 
this where resources are not hands, but brains and 
imagination. 


twofold: (1) scarcity people the job and (2) 
terrific need for greater productivity. see company 
after company making 1965 plans the assumption that 
marketing forces will doubled, but don't see where 
those people will come from. Maybe one individual com- 
pany can robbing the others, but learned long 
ago that pirating labor self-defeating and suicidal 
process. 


have accept the fact that will have twice 
the amount work with the same number people; 
the same time, the cost this human resource will 
up, parallel the cost manufacturing labor. 


How will marketing able this, especially 
time when will have find new ways, new distributive 
channels, new concepts, new systems 


Let say that perhaps the greatest pressure point will 
the retail sales level, only because there our 
productivity most lacking. say that only because 
have been through Christmas just lately. 
department store with charge account card hands 
just make things easy, and timed the sales girl--and 
not Christmas temporary helper either. took her 
about seconds make the sale me, because had 
picked the thing anyhow; yet took her about minutes 
and seconds handle the paper work. And that she 
got wrong. 


What mistakenly call efficiency merchandising 
the retail level quite obviously consists loading more 
paper work the sales girl, and cutting down even more 
sales time. And pay the employee for her sales 
time--and that the resource which have 
think already have two sharp trends going opposite 
directions. Both are automation trends, and think they 
are going even faster than any automation manu- 
facture. 


One trend toward relieving sales personnel all non- 
selling work. When you look what sales people are 
doing--not only department store sales people but also 
industrial salesmen--and see how many kinds work they 
do, and how much this they have sell, you find 
uniformly that percent their time spent 
nonselling, activities that way contribute dis- 


q 


tribution itself. 


There much different work there. know little 

about that don't even know how staff for the job. 
Obviously are trying get people six seven 
different kinds work requiring six seven different 
temperaments, skills, and measures effectiveness. 


For these reasons, think one trend retail selling will 
eliminate all nonsales work and put elsewhere. 


This strictly automation problem, because here 
have ask the basic automation question: what the 
logic the process and how organize according 
its logic, rather than according tradition. 


The other trend eliminate selling from direct cus- 
tomer face-to-face contact and make the direct customer 
contact statistical order-filling activity. This perhaps 
can mechanized many cases. can then depend 
this selling for the selling that quite differently, 
through the creation markets and desire buy and 
motivation buy, and on, rather than face-to-face 
selling. 


you look our contemporary scene, keeping mind 
these two trends, think you will surprised how far 
have already gone both directions, and how rapidly 
either one both together may lead complete 
change our retail selling system. 


far have been talking about marketing field for 
automation. quite intentionally did not talk conveyor 
belt punch card computer because all these 
are appurtenances--in most cases, unnecessary ones. 
have learned that you really good job, you eliminate 
the need for computer because you simplify the point 
where you don't have those million variables which only 
computer can handle. 


Reliance computer crutch and sign that you 
haven't done your homework. and large this true 
most the gadgets: they are substitutes for doing 
good job, not sign doing good job. 


This obviously not true for such thing addressing 
premium notices policyholders the life insurance 
company. These notices, million them, must out 
and somehow the job must done. This something 
can't thing about. 


But can quite easily visualize mail order house where 
today there great deal computer activity. This 
quite clearly and simply sign that people want have 
their cake and eat it--namely maintain the wrong order 
mail order selling, and yet mechanize it. you look 
informational system, the same way telephone 
exchange informational system, you may find your 
surprise that mail order house much simpler than 
telephone exchange, and needs much less the way 
equipment. and large there are only four five 
six possibilities, ways order can go, once has been 
coded; and with percent them coming telephone, 
coding problem, shouldn't be. 


The computer merely device transition period; 

already can do. you that, you don't get the benefits 
the computer nor the advantages the old system; you 
only get the disadvantages both. 


I'm not talking about any particular gadget. I'm talking 
about concepts. need marketing concepts for 
which any business will increasingly look you the 
marketing people. 


Only now willing look the other aspects this-- 
what automation manufacturing might mean the 
marketing man--because think much more im- 
portant realize that the basic problem 
tion marketing will mean manufacturing. That 
comes first; need simple automation marketing 
above all. Our basic costs and our basic lack pro- 
ductivity are marketing, not manufacturing. 


The first question which would ask is: you tell 
how the marketing job automated basis, with 
without gadgets, what does this mean for the organi- 
zation production? And inclination would 
subordinate the organization production the needs 
marketing. this point think are all agreed 
marketing people that that always the sounder way 
organizing production. 


hope not alone believing that the job the 
marketing man not sell whatever the factory manu- 
factures, but tell the factory what turn out, what the 
customer will buy profit. 


that the case, then the needs manufacturing have 
subordinated the needs marketing, and not the 
other way around. 


Let's look for moment the other side. automate 
production, what does that mean for marketing? means 
only one thing: marketing becomes the critical area 
business management. you look any textbook 
economics, you will find that matter what school, 
persuasion, tradition the individual writer belongs to, 
assumes that business adjusts short-term fluctua- 
tions demand adjusting production. 


think all know today that this not quite correct. 
Under automation manufacturing will become in- 
correct the point being grotesque. 


don't know what automation may mean any particular 
company. think have reached the point where can 
look business and see what this automation potentially 
and what are the risks, the conditions, the problems; 
but the general theory automation think cannot yet 
formulate. 


But matter how you define it, always means one 
thing: production becomes more rigid the sense that 
you have maintain production within certain range 

for certain period time. certain range may mean 
percent capacity. Length time may mean next week's 
clearance sale ten years. 


any case means production rigidity respect 
capacity. does not mean rigidity respect products 
and product uniformity. the contrary, most indus- 
tries automation probably means greater capacity for 
variation, variety, diversity products. does not 
mean larger capacity. There are many industries where 
automation should make smaller economic units possible. 
But every case which have even made step 
toward automation, have seen greater rigidity 
capacity. 


experience, here basic managerial decision, 
decision which has made beforé anybody the 
business contemplates automation: What balance should 
maintain between this rigidity, with its costs and 
capital investment advantages, and the flexibility the 
market place? What risks can afford take, either 
being not rigid enough get cost advantages, 
respect being flexible enough avoid the danger 
being stranded even under very minor fluctuations 
the economy 


This basic managerial decision. It's very difficult 
one. There nobody who can give you the right answer, 
because there isn't any. There are risks whichever you 
do. 


would not advise anybody consider any move toward 
automation unless first thinks through that balance 
decision. crucial one. 


matter how well the decision taken, the result will 
still that production will have remain more rigid 
over longer time cycle. This means that the risk 
short-term fluctuations has taken marketing. 


The ability automate production does not depend 
our technical knowledge. have more this than 
can use. Rather, depends our ability, the ability 
you people marketing, find, educate, create, and 
maintain expanding markets. 


started out saying that there are signs impending 
change. These are the result very great achievement 
marketing people, the creation homogeneous 
national mass market. 


Our market today well ahead our marketing ability 
and our marketing instruments. The things see-- 
whether they are discount houses the shift rental 
selling rather than selling price--are based the 
monthly carrying charge and the customer's ability not 
pay the total price. All these are signs the mass 
market and the fact that have learn market 
such mass purchasing, middle-class economy. 


also have the same pressure from the population side, 
where our marketing views are still those very limited 
class markets, highly differentiated, and where will 
have learn get the productivity marketing which 
amass market demands, and get the costs distribu- 
tion down where they can support mass market.-- 

don't mean that they are necessarily too high, but 
think are paying great deal for things which are not 
productive; will probably have pay great deal 
more for value added distribution and great deal less 
for friction added distribution. 


Finally, the changes manufacturing will also require 
the ability mass market with high degree predict- 
ability and stability and organized and planned innovation. 


Now, don't know what these things add to. have 
few suspicions, some which frighten me. One sus- 
picion that may have shift the entire marketing 
structure, the entire design, the entire customer appeal, 
the entire engineering and pricing major appliances, 
for instance, rental market, market where 
perhaps sell appliance with the definite promise 
that five years from the day sold will collapse and 
totally gone. 


That the only way can get around the service prob- 
lem, which obviously can't handle--or least 
haven't seen anybody who has even tried it, 
shown any interest trying. 


Certainly the appliance dealer, whose existence was 
originally justified the fact that gave now 
both unwilling and unable so--and apparently which 
one expects him any more. 


Another suspicion that the franchised appliance dealer 
not capable volume that can support distributive 
system this economy. 


see great many basic problems, basic questions, basic 
discussions. think conclusion that automation 
manufacturing puts the locus risk into marketing, but 
that have reached economy which mass dis- 
tribution rather than mass production economy. 


You get the same suspicion when you work with under- 
developed areas. After time you raise the question: 
"What are doing trying push people into indus- 
trialization? makes sense unless they have the 
distribution." And then you turn around and 
you what Sears has been doing Mexico 
Brazil and start out with the distribution, you get the 
industrialization without having push and pull." 
Amazingly enough seems work. 


Certainly this country have reached the point 

where marketing, not production, central and where 
mass distribution determines the potential the economy, 
its standard, and its growth. 


large extent because marketing has basic concepts. 
Over the last thirty years, the marketing profession has 
developed the only theory the business enterprise. 


Despite the fact that you have done much, afraid 
that the major job the marketing profession still 
ahead us, major job finding concepts, finding 
measurements, and developing new marketing systems, 
new distributive channels, pricing theory that 
adequate, and the ability manage business rationally 
having rational image the market, both quanti- 
tatively and qualitatively. 


These things, think, will need from you people 
the next ten twenty years. 


way, automation not the forerunner market- 
ing revolution. The marketing revolution, which think 
going full blast, the real thing. Despite all the 
publicity give automation, despite all the congression- 
hearings, despite all the glamor big computers and 
other things that photograph nicely for Life magazine-- 
despite all this, automation and large incidental. 
The great job the development marketing system 
adequate the mass market that has been created. 


think that probably the greatest, the most important, 
and the most difficult the new channels our dynamic 


economy. 
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MEASUREMENT BRAND LOYALTY 


Ross Cunningham 
Massachusetts Institute Technology 


Introduction 


This study the measurement brand loyalty among 
frequently-purchased consumer goods was financed 
the Sloan Research Fund the School Industrial 
Management, Massachusetts Institute 
Pierre Martineau, Director Research the Chicago 
Tribune, co-operated providing cost historical pur- 
chase records the Tribune Consumer Panel. During 
the first part the study, the author had the able as- 
sistance Donald Sohn, then instructor marketing 
T., and, more recently, Roger Olen and 
Charles Chittick, research assistants. 


Knowledge consumer purchasing behavior with respect 
brands important both for the guidance which 
provides making sounder decisions concerning market- 
ing strategy and for better understanding the market- 
ing process generally. This study directed aspects 
brand loyalty which have not hitherto been investigated 
and develops new methods measurement. 


Interest the analysis brand loyalty behavior was 
stimulated part previous studies the field. Al- 
though there have been many surveys brand preferences 
and attitudes towards brands, few studies have been pub- 
lished brand buying behavior based upon continuous 
record buying provided consumer purchase panel. 
article Vergil Reed Walter Thompson Com- 
pany dealing with brand loyalty for certain the pro- 
ducts covered the agency's national consumer panel 
appeared 1948.! one example, Reed compared 1946 


"Good News and Bad about Sales: How Panel Studies Re- 
veal It," Sales Management, March 15, 1948, 58. 

AUTHOR'S NOTE: the time was invited address 
the winter meeting the American Marketing Associa- 
tion manuscript reporting brand loyalty research 
program had been prepared for publication the 
Harvard Business Review. preparation for this talk 
substantial amount additional analysis was under- 
taken the subjects store buying behavior, loyalty 
chain store private brands versus store loyalty, 
effects removing deal purchases single brand 
loyalty for identical families, triple brand loyalty 
measure, and some further consideration socio- 
economic factors indicators brand loyalty behavior. 


Since this additional analysis was based upon the work 
already completed measurement brand loyalty and 
could not adequately understood without description 
that work, was felt that the address should contain 
report the total program date interwoven with 
the new material. additional factor here was that the 
article had not been published the time the address. 
Because time limitations, the description the 
earlier work necessarily briefer than the treatment 
the article. ("Brand Loyalty--What, Where, How 
Harvard Business Review, January-February, 
1956, pp. 116-128.) Most the key exhibits, however, 
were included slides and are reproduced here with 
the permission the publisher. 


purchases cigarettes brands with the same families' 
brand purchases 1943. 


extensive study was conducted George Brown 
1952, based upon the Chicago Tribune Consumer Panel 
records purchases during 1951 for nine products. 
These product analyses were published series 
articles Advertising Age during 1952. His method 
was pick sample one hundred families for each 
product and analyze the time sequence purchases 
during the twelve months 1951. inspection this 
sequence classified each family into one the 
following groups: undivided loyalty, divided loyalty, 
unstable loyalty, and loyalty. Brown's major findings 
were that brand loyalty existed for each the products 
studied and varied widely between products. 


Purpose Study 


The major purpose this study has been seek answers 
the following questions relating consumer brand 
purchasing behavior: 


Are there significant numbers loyalty-prone 
housewives and families who exhibit the same 
brand loyalty behavior regardless product 


families have loyalties secondary brand 
well aprimary brand? 


What effects special price inducements 
deals have upon brand loyalty measurements 


families with high brand loyalty ratings also 
have high store loyalty ratings 


loyalty chain store's private brands de- 
pendent upon the degree loyalty that 


Are families with high consumption rates also 
families with high brand loyalty ratings 


high brand loyalty buying behavior associated 
with certain socio-economic characteristics 


Development brand loyalty measures 


Exploratory interviews conducted the start the study 
with sales and advertising executives, marketing research 
men among manufacturers, advertising agencies and ad- 
vertising media, specialized research service organiza- 
tions, and consulting firms quickly revealed substantial 
confusion regarding concepts brand loyalty and the 
methods measurement which would most revealing. 
major source confusion was the desire people 
define brand loyalty terms the forces which they be- 
lieved significant causing the particular behavior 
manifested. Thus, early decision was made confine 
the study factual analysis past purchasing behavior 


George Brown was then Professor Marketing 
the University Chicago and now Director Con- 
sumer Research, Ford Division, Ford Motor Company. 
His articles appeared follows: June 1952 (mar- 
garine); June 30, 1952 (tooth paste); July 14, 1952 
(coffee); July 28, 1952 (flour); August 11, 1952 (sham- 
poo); September 1952 (cereals); September 22, 1952 
(headache tablets); October 1952 (soaps and sud- 
sers); December 1952 (orange juice); and January 
26, 1953 summary). 


and thereby avoid the welter motivational problems 
which accompany any attempt explain the 
particular purchasing behavior. 


The basic measures developed for use the study 
sist single brand loyalty, which represents the share 
total purchases accounted for the brand purchased 
largest volume; and dual brand loyalty, the share re- 
presented the two heaviest purchased brands. Varia- 
tions single brand and dual brand measures have been 
developed subtracting purchases made special 
price inducements deals, and re-calculating the pro- 
portions represented non-deal purchases. develop- 
ing additional analyses for purposes this talk, third 
basic measure has been used experimentally, namely, 
triple brand loyalty, the proportion total purchases 
accounted for the three largest brands. 


These measures, based upon the "share con- 
cept brand loyalty, assume that the manufacturer 
primarily interested how much family's total 
business obtains over time period and regards 
family with high proportion purchases represented 
his brand highly loyal family. Furthermore, the 
form which data are available from consumer pur- 
chase panels permits easy application these measures. 
These measures also provide separate rating for each 
family and thus facilitate variety analyses. 


Basic data utilized 


The basic data used for this study consist the detailed 
purchasing records families the Chicago Tribune 
Consumer Panel for the years 1950, 1951, and 1952. 
Housewives the panel report weekly all their pur- 
chases various products. 


Although there are certain limitations any consumer 
panel, they are not serious the measurement brand 
loyalty. For example, purchases recorded are for the 
entire family and cannot broken down show either 
loyalties individual family members different end 
uses. These tend understate rather than overstate 
brand loyalty. Another limitation that consumer 
panel can considered strictly random probability 
type sample. Despite this, panels have proved 
value business, and appears that the purchasing 
habits the families panel are reasonably repre- 
sentative the total population for wide variety 
products. Potentially more serious the possibility 
that the people who remain panels are somewhat habit- 
ridden and therefore are more loyal than the general 
population. This was tested studying the purchase be- 
havior families who had been the panel for sub- 
stantial period time and comparing them with families 
who had recently joined the panel. significant dif- 
ferences could found. 


Products studied 


The products selected for analysis consisted toilet 
soap, scouring cleanser, regular coffee, canned peas, 
margarine, frozen orange juice, and headache tablets. 
The bases for choice were those high housewife in- 
fluence the selection brand, wide usage, variation 
product type, taste appeal, extent brand promotion, and 
newness the market. 


Time period 


The time period three years was chosen order 


have adequate length time for patterns buying 
fully evident. The long period is, course, not 
without its disadvantages, many changes can occur 
within family, such births and deaths, improvement 
economic status, and the like. Such changes, however, 
operate the direction causing lower brand loyalty 
measurements, and thus are the conservative side. 


Beginning steps analysis 


The first step the analysis was identify group 
families reporting continuously over the three-year 
period. There were 402 such families among the 691, 
634, and 629 families available 1950, 1951, and 1952, 
respectively. The next step was set minimum 
thresholds exclude families buying very small 
quantities. The major purpose this was arti- 
ficially high measurements brand loyalty which could 
result from extremely limited purchasing. For example, 
person made only two equal-size purchases dif- 
ferent brands during the period, the single-brand loyalty 
rating would 50.0%. For single purchase, the rating 
would 100.0%. 


The thresholds established and the numbers families 
buying over thresholds for the three-year period were 
follows: 


Number families buying 


Minimum thresholds over thresholds 


Toilet soap--80 ounces 


(about cakes) 390 
Scouring cleanser--15 cans 319 
Regular coffee--20 pounds 359 
Canned peas--200 ounces 

{over dozen cans) 325 
pounds 290 
Frozen orange juice--10 cans 211 


Headache tablets--4 purchases 208 


comparison the loyalty ratings decile averages for 
below-threshold families and for above-threshold families 
revealed that the below-threshold group had significantly 
higher single-brand loyalty ratings than the above- 
threshold families. This was most evident frozen 
orange juice, headache tablets, toilet soap, and scouring 
cleanser. 


third step was identify groups families who had 
purchased all certain selection the products 
studied. Thus, two samples were established, one 
families who had purchased all seven products amounts 
over thresholds, and another 244 families who had pur- 
chased over threshold amounts toilet soap, scouring 
cleanser, regular coffee, and canned peas. 


Because the importance the seven-product group, 
became necessary test whether purchases this group 
were representative the total panel. This was done 
analyzing the major brands margarine, toilet soap, and 
scouring cleanser purchased this group, and comparing 
these distributions with the distribution purchases 
brands for the entire panel group. Correlation coefficients 
.92 for margarine, .94 for toilet soap, and .99 for 
scouring cleansers indicated that there was good fit 
between the sets data. 


Another necessary step the analysis was make sure 
that the brand loyalty measurements had real significance 
and could not have been attributed chance alone. This 


7 
| 
j 
7 
: 
| 
q 
: 
| 


was done calculating expected values brand loyalty 
distribution under conditions random choice, average 
numbers brands available, and reasonable number 
purchases. When this expected distribution was com- 
pared with the actual distribution brand loyalty 
measurements, the random data predicted that only 
the families would above 50.0% single brand loyal, 
whereas coffee showed the 244-family group that over 
one-half were excess 50.0% loyal. 


General findings 


Exhibit shows for each fifteen families the 
family group their single-brand loyalty ratings for each 
the seven products. apparent that the same 
family may have wide variations its single-brand 
loyalty between products. For example, Family 
88.2% loyal for scouring cleanser, but only 43.7% loyal 
for canned peas. Family #57 33.1% loyal for mar- 
garine and 34.2% for headache tablets compared with 
82.8% for regular coffee and 79.5% for scouring cleanser. 
Family #950 98.0% and 90.9% loyal for headache 
tablets and margarine, respectively, compared with 
38.6% and 24.8% for frozen orange juice and canned peas. 


Exhibit summary presentation for the seven- 
product families which the group divided into ten 
deciles and average single-brand loyalty percentages 
calculated for each decile. This presents summary 
picture the range single-brand loyalties for each 
product group. 


must remembered looking Exhibit that the 
arrangement families deciles going dif- 
ferent for each product. may seen from Exhibit 
the same family can have high loyalty measure one 
product and low loyalty measure another, and there- 
fore falls different deciles the Exhibit data. Ex- 
hibit III shows the same type analysis deciles for 
the 244 families who purchased toilet soap, scouring 
cleansers, regular coffee, and canned peas amounts 
over threshold. The general configuration the data 
the same, but the ratings are slightly higher than for the 
66-family group. 


Dual brand loyalties, Exhibit IV, are significantly higher 
than single brand loyalties. When the third decile this 
exhibit compared with the third decile Exhibit II, 
apparent that the dual brand rating 81.0% for toilet 
soap 21.0% higher than the single-brand rating 60.0. 
scouring cleansers, the difference 23.1%; regular 
coffee, 15.0%; canned peas, 19.0%; margarine, 
18.1%; frozen orange juice, 18.1%; and headache 
tablets, 13.2%. Differences this magnitude can also 
found comparing other deciles. Thus, would appear 
that there are definite second brands which consumers 
are loyal, and which may account for much from 
one-fifth one-quarter total purchases. 


Exhibit shows the fourth decile the 66-family group 
for regular coffee ranked single-brand loyalty. For 
each the families this fourth decile, the values 
single brand, dual brand, and triple brand are shown. 
apparent from this that the average increase due 
second brand for the six families this decile (and 
these are identical families this comparison) 20.5%. 
Individual family differences, course, will more 
less than this, with Family #600, for example, having 
second brand increment 32.4%, while Family #119 has 

increment The average increment for the 
decile added the third largest brand 7.6%. 


summary the increments added dual brand and 
triple brand measures decile averages shown below 
for coffee and for toilet soap. 


Coffee Toilet Soa 

Dual Triple 

Decile Brand Brand Brand Brand 

4.3% 3.6% 8.3% 4.8% 
6.1 3.4 4.6 
5.8 17.3 9.5 
20.5 7.6 27.8 
17.6 7.9 28.2 16.0 
24.0 12.2 23.9 13.4 
26.5 11.3 20.7 15.6 
24.8 19.7 15.4 
20.2 12.3 17.7 14.3 
18.8 14.2 16.4 17.2 


Loyalty proneness 


Exhibit shows ranks for fifteen families out the 
family group. These ranks were derived from the per- 
centages shown earlier Exhibit Ranking was adopted 
order minimize difficulties introduced different 
loyalty spectrums the various product groups. also 


itself easily correlation analysis calculating 


correlation coefficients for all the different possible 
pairs products involved. This resulted correlation 
coefficients for pairs products, which are shown 
Exhibit VII. readily apparent from these correla- 
tions that loyalty proneness simply does not exist. 


Another way demonstrating the lack loyalty prone- 
ness take the top three deciles (twenty families) 
one product and find out where those same families are 
located deciles for another product. The first column 
Exhibit VIII shows where the top families coffee 
loyalty are found the various deciles margarine. 
Although seven them remain the first three 
deciles, the remaining are scattered over the rest 
the range. Comparing coffee toilet soap, will 
observed that there similar wide scatter, true 
also the distribution the top families toilet 
soap within the margarine deciles. This same analysis 
was tried for the three bottom deciles also and similar 
results were found. 


some interest that study reported shortly 


the Journal Applied Psychology has one its 
findings that 


loyalty toward these brands not characteristic 
individuals, but related brands products. 
Different people are loyal brands different pro- 
duct categories." 


Brand loyalty and deals 


Exhibit provides percentage averages for each decile 


Lester Guest, "Brand Loyalty--Twelve Years Later." 
Professor-Guest Pennsylvania State University had 
and preferences for number brands among public 
school students near Washington, 1953 
followed mail questionnaire the members this 
group for whom addresses were available and asked 
the same series questions. Usable responses were 
obtained from one-fifth the original group 813 
students. 
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for single-brand loyalty after all purchases made 
special price inducements were deducted. When this 
exhibit compared with Exhibit II, will observed 
that there are remarkably small differences introduced 
the elimination deal purchases. part, course, 
the reason for this that some products, such regular 
coffee, canned peas, frozen orange juice, and headache 
tablets, did not have significant number deal pur- 
chases during the period studied. Toilet soap and scour- 
ing cleansers, however, had frequent deals. Deals were 
defined the Chicago Tribune special prices offered 
the initiative the manufacturer. attempt was 
made restrict the indications deal purchases 
these types offers and exclude week-end prices 
initiated retail stores. 


Exhibit shows individual families deciles and for 
toilet soap ranked single-brand loyalty, and gives the 
single-brand percentages compared with the single- 
brand minus deal percentages. For families the 4th 
decile, the average increase single brand minus deals 
ratings was 8.3%, but for the fifth decile families was 
only 1.4%. For individual families decile there were 
some large increases, as, for example, family #119, 
which increase 29.3% was evident. the other 
hand, family #636 decreased 5.6%. decile family 
#819 decreased 9.1%, families #383 and #123 had 
change, and all the other families had increases ranging 
from 2.3 6.9%. Comparisons between single brand 
minus deals and single brand loyalty measures for all 
families buying toilet soap show the following distribu- 
tions. 


Nos. Families Nos. Families 
Showing Increases Showing Decreases 
8.0 -9.9 
over 10.0 


contains two "no families. 


Another phase the study consisted student thesis 
which the 244 family group was studied detail with 
respect the percent total purchases made 
This analysis indicated that high percentage pur- 
chasing deals tended correlated with low brand 
loyalty. 


Store Loyalty 


Exhibit shows decile averages for the seven-product 
families for single-store loyalty and dual-store loyalty. 

will noted that the configuration deciles gener- 
ally similar single-brand loyalty shown Exhibit II, 
but that the figures start higher and end higher. Further- 
more, there less spread between product groups. For 
example, single store loyalty decile the spread 


Marvin Caplan, Measure the Effect Special 
Price Inducements Loyalty Behavior," B.S. Thesis, 
School Industrial Management, Massachusetts In- 
stitute Technology, June 1954 (unpublished). 


9.6% from toilet soap 77.8% and frozen orange juice 
87.4%. Exhibit II, contrast, the single-brand loyalty 
maximum difference 26.8% between toilet soap and 
headache tablets. The dual-store loyalty figures are 
generally similar range the dual-brand loyalty 
figures but start slightly higher and end higher, and there 
less spread between products. For example, the 
maximum spread 8.3% from toilet soap headache 
tablets decile while dual brand loyalty the maxi- 
mum spread 19.0% from toilet soap headache 
tablets. order analyze the correlation between 
single store loyalty and single brand loyalty, both series 
were ranked and correlation coefficients calculated. The 
results this analysis are shown Exhibit XII and 
prove that there essentially meaningful correlation. 
There are some slight indications relationships that 
suggest that further analysis done, and this under 
way. 


Store loyalty and brand loyalty chain private brands 


additional analysis was the testing the hypothesis 
that the higher the store loyalty, the higher the brand 
loyalty that store's private brands. This study was 
carried out for regular coffee and required detailed 
breakdown each family's purchases and 
National and Jewel stores, and brands for each store. 
Families were ranked the percent their total coffee 
purchases made each store obtain store loyalty 
ranking. Then their brand loyalties were calculated 
computing the percent purchases private brands 
that chain total pounds coffee purchased that 
chain store. The results this analysis are shown 
Exhibit will readily observed that loyalties 
and brands are very high compared the loyalties 
National brands and Jewel brands. The loyalty the 
private brands generally found and down the store 
loyalty spectra. There seems, therefore, con- 
nection between store loyalty and loyalty the store's 
private brands. Exhibit summarizes some the key 
evidence Exhibit XIV regarding relative loyalties 
among the private brands the three chains. 


The question also arises whether there are store 
loyalty prone families. Although evidence was conclusive 
denying the existence brand loyalty prone families, 
does not necessarily follow that there might not 
some tendency toward store loyalty proneness. Although 
analysis has not yet been completed detail, the 244 
family group was ranked single store loyalty for toilet 
soap and the single store loyalty figures shown opposite 
each for scouring cleansers, regular coffee, and canned 
peas. The average percentages deciles were cal- 
culated and suggest that there may tendency for 
families with high single store loyalties one product 
have also high single store loyalties other products. 
more detailed analysis necessary make sure that 
this relationship entirely proved. 


Consumption and Brand Loyalty 


Exhibit XVI shows rank correlation coefficients between 
single brand loyalty and size purchase for the 
families. These figures leave doubt thatt here 


Significant relationship between these two aspects 


buying behavior. This means effect that manufacturer 
just likely have large buyer among group 
loyal customers among group disloyal customers. 


Socio-economic factors brand loyalty 


one aspect the total research program brand 
loyalty thesis study was conducted measure the re- 
lationship some twenty socio-economic factors 
able each family and their brand loyalty.* Although 
this particular analysis did not pick the most powerful 
ranking brand loyalty for correlation purposes, there 
strong evidence that the lack significance found was 
accurate. Some further work this particular point has 
been conducted the Seminar Consumer Behavior 


This finding logical, since families have widely 
varying loyalty ratings different products, then labels 
socio-economic character cannot used predict 
brand loyalty behavior. 


Future research 


There are two general directions which conduct 
further research. The first expand analyses the 


the Harvard Business School making use the historical 
purchasing record for regular coffee. Analyses 356 
coffee-using families likewise showed correlation 
between socio-economic factors and brand loyal behavior. 


panel data such subjects store buying patterns, 
effects product price levels upon brand loyalty, and 
loyalty patterns for specific brands. The second 
undertake field work order uncover some the "why" 
high brand loyalty particular product groups. 


ExuiBiT 1. 66 SEVEN-PRODUCT FAMILIES INDICATE THAT THEY HAVE VARYING DEGREES OF 
SINGLE-BRAND LOYALTY TO DIFFERENT PRODUCTS. 


(Percentage total product purchases represented the most favored brand) 


Toilet Scouring Regular Canned Frozen 
soap cleanser coffee peas Margarine orange juice 


58.7% 88.2% 73.8% 43-7% 44-9% 47.2% 
40.5 58.8 56.2 12.8 37-2 26.7 
68.0 47-9 64.8 34-3 53-6 63.2 
72.8 52.7 50.7 48.9 77-3 50.0 
82.8 33-1 50.6 


355 40.0 48.8 90.2 55-9 50.4 28.4 $0.0 
356 55-7 38.5 24.2 38.8 30.5 46.7 
359 26.0 60.5 56.7 27-5 27.1 43-2 77.2 
363 32.2 46.3 36.1 26.1 50.0 83.2 87.9 
377 28.6 50.7 51.8 40.9 26.6 30.0 51.4 


850 30.6 50.0 31.2 80.1 75.0 75.0 76.6 
918 33.6 70.4 29.4 41.2 42.9 28.9 87.1 
931 27.9 40.0 51.5 21.4 87.1 57.9 77-7 
939 21.0 46.2 33-9 35-3 22.5 52.8 34.6 
950 69.4 64.0 77-5 24.8 90.9 38.6 98.0 


This abbreviated version the full exhibit, which contains all the 
families. 


Exnisir 11. 244 FOUR-PRODUCT FAMILIES LIKE- 
WISE SHOW HIGH SINGLE-BRAND LOYALTY WITHIN 
PRODUCT GROUPS. 


Exu1sit 0. 66 SEVEN-PRODUCT FAMILIES SHOW SIGNIFICANT SINGLE-BRAND LOYALTY 
WITHIN PRODUCT GROUPS. 


(Percentage averages for each decile for each product) 


(Percentage averages for each decile for each product) 


Scouring Regular Canned Frozen Toilet 
cleanser coffee peas Margarine orange juice 


95.4% 91.0% 84.4% 96.6% 91.1% 
81.4 83.7 68.2 80.8 81.8 
67.8 74:3 57.6 73.6 71.2 
59.8 63.7 50.3 68.7 60.5 
45-3 57-9 53.0 
50.1 51.5 41.1 50.4 47-4 
46.3 43-9 35.8 46.1 
41.3 36.9 32.6 39.2 36.7 
36.9 31.4 26.4 33.8 31.5 
30.8 25.4 21.4 26.1 24.9 


Scouring Regular Canned 
soap cleanser coffee peas 


90.0% 97.8% 95.1% 86.4% 
75-7 89.2 85.5 70.8 
63.2 79-4 75-4 59-4 
55-3 68.1 64.6 51.7 
48.1 61.4 55.1 45-4 
40.0 54.5 48.7 38.1 
35.6 48.9 41.8 32.8 
35-9 28.4 
26.6 37-5 29.8 25.0 
20.8 29.3 23.1 19.2 


COMI 
CC ON 


Gerald Perlstein, Study the Economic Charac- 
teristics Loyal and Disloyal B.S. Thesis, 
School Industrial Management, Massachusetts Institute 
Technology, August 1954 (unpublished). 
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Exuisit tv. DUAL-BRAND LOYALTY OF 66 FAMILIES IS DEFINITELY HIGHER THAN 
SINGLE-BRAND LOYALTY. 


(Percentage averages for each decile for each product) 


Exuisit vn. COEFFICIENTS OF RANK CORRELATION 


Toilet Scouring Regular Canned Headache 
Decile soap cleanser coffee peas Margarine orange juice tablets 
I 94.8% 100.0% 95.8% 92.2% 99.8% 98.9% 100.0% 
2 87.2 96.9 93-4 82.3 98.5 93-1 100.0 
3 81.0 90.9 89.3 76.6 91.7 89.3 100.0 
4 75.6 86.4 85.1 72.2 85.3 84.0 100.0 
5 70.2 80.6 80.2 66.2 82.0 97:7 97.8 
6 62.0 76.4 71.6 61.0 74.2 71.6 93-6 
7 57.2 72.7 66.9 S51. 69.3 67.0 84.0 
8 48.9 66.8 59.1 50.2 61.5 60.4 79-1 
9 44-5 61.2 51.2 47.6 54.2 55-7 72.5 
10 37-0 53.6 42.6 38.8 44.8 45.2 57.2 
Exhibit 


Comparison Single Brand, Dual Brand and Triple Brand 
Loyalty Measures for Regular Coffee 


For Decile Seven-Product Families Ranked Single Brand Loyalty 


Family Number Single Brand Dual Brand 

Decile 383 83.8 95.6 
64.8 84.5 95.7 

119 64.2 81.0 89.5 

307 63.0 89.5 94.7 

276 62.0 78.0 

600 61.7 97.1 

Average for Decile 63.7 84.2 91.8 


Exnisit vi. 66 SEVEN-PRODUCT FAMILIES RANK VERY DIFFERENTLY IN THEIR LOYALTY TO DIFFERENT 
PRODUCTS. 


BETWEEN PAIRS OF PRODUCTS FOR 66 SEVEN- 
PRODUCT FAMILIES SHOW THAT LOYALTY PRONE- 


NESS IS NOT SIGNIFICANT. 


Correlation 

Products coefficient 
Toilet soap vs. scouring cleanser 0.30 
Canned peas vs. margarine 0.27 
Coffee vs. toilet soap 0.23 
Frozen orange juice vs. canned peas 0.22 
Margarine vs. frozen orange juice 0.19 
Scouring cleanser vs. coffee 0.17 
Margarine vs. toilet soap 0.14 
Margarine vs. scouring cleanser 0.13 
Headache tablets vs. canned peas 0.13 
Coffee vs. margarine 0.12 
Scouring cleanser vs. canned peas 0.12 
Scouring cleanser vs. headache tablets 0.10 
Coffee vs. headache tablets 0.09 
Margarine vs. headache tablets 0.08 
Canned peas vs. coffee 0.07 
Coffee vs. frozen orange juice 0.06 
Frozen orange juice vs. scouring cleanser 0.02 
Frozen orange juice vs. headache tablets 0.02 
Toilet soap vs. canned peas 0.02 

Toilet soap vs. headache tablets 0.002 
Toilet soap vs. frozen orange juice. —0.06 


Exuisit vit. THE 20 TOP-LOYALTY FAMILIES IN ONE 
PRODUCT SCATTER WIDELY IN LOYALTY DECILES 


(Ranking according loyalty measurement for each individual product) OTHER PRODUCTS (66 SEVEN-PRODUCT GROUP). 
Family code Toilet Scouring Regular Canned Frozen Headache Distribution of Distribution of Distribution of 
number soap cleanser coffee peas Margarine orange juice tablets top 20 families top 20 families top 20 families 
in coffee loyalty in coffee loyalty in toilet soap 
1 17 8 18 33 44 36 43 amongthe1o amongthe1o _—_ loyalty among 
margarine toilet soap the 10 mar- 
8 = = Deciles deciles. garine deciles. 
4 I 2 I 
363 47 41 51 56 36% 10 15 8 
10 - 2 I 
931 55 37 64 8 27 
950 13 18 14 61 7 47 10 
Nore: Fractions result from ties in rank. 
This abbreviated version the full exhibit, which contains all the 
families. 
Exhibit IX. SINGLE-BRAND LOYALTY FIGURES FOR 66 SEVEN-PRODUCT FAMILIES ARE LARGELY THE 
SAME AFTER SPECIAL-OFFER PURCHASES ARE DEDUCTED. 
(Percentile averages for each decile for each product) 
Toilet Scouring Regular Canad =n Frozen Headache 
Decile soap cleanser coffee peas Margarine orange juice tablets 
1 86.5% 100.0% 91.9% 84.5% 98.5% 91.1% 99.7% 
2 76.1 97.8 84.2 68.4 87.1 81.3 95.2 
3 65.6 85.4 76.8 58.5 76.3 71.4 86.8 
4 55.0 76.9 65.6 51.5 70.0 60.4 77.0 
5 47:3 69.1 57-9 47.1 61.0 §2.9 72.0 
6 42.5 60.1 $2.1 42.3 54.0 47-4 64.4 
38.0 51.5 44:3 36.3 42.3 
32.7 42.8 36.7 48.8 
9 30.0 43.8 31.6 26.8 36.0 31.5 43-4 
10 23.5 29.1 25-7 21.5 27.4 25.0 33-4 


q 
q 
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Exhibit 


Comparison Single Brand and Single Brand Minus Deals 
Measures for Toilet Soap 


For Deciles and Seven Product Families Ranked Single Brand Loyalty 


Single Brand 


Family Number Single Brand Minus Deals 

356 55.7 57.3 

636 55.1 

212 55.0 

327 51.6 71.0 

119 49.5 

Average for Decile 52.5 60.8 

Decile 383 46.3 

307 50.2 

831 45.8 51.9 

819 43.4 33.5 

123 

183 

431 

Average for Decile 45.2 
Exhibit 


SEVEN-PRODUCT FAMILIES SHOW SIGNIFICANT STORE LOYALTY. 
(Percentile averages for each decile for each product) 


Toilet Scouring Regular Canned Frozen Headache 
Decile soap cleanser coffee peas Margarine orange juice tablets 
A. Single-Store Loyalty 
j 1 . 95.2% 99.0% 93.4% 97.8% 96.5% 97.6% 96.0% 
2 88.7 91.7 88.4 92.0 87.2 93-3 87.1 
3 77.8 80.9 80.4 85.7 81.1 87.4 79.6 
4 68.4 72.3 73.6 81.1 71.7 78.6 70.7 
5 56.6 61.9 65.2 64.9 65.9 66.0 66.4 
6 49-3 $5.2 59.0 65.9 $7.2 61.4 61.5 
8 41.6 47.0 41.8 50.7 49-9 $2.3 51.5 
9 36.8 43-6 38.2 44-9 42.6 44-7 40.5 
10 32.6 37-1 32.0 35.6 34-4 35.6 33-2 
B. Dual-Store Loyalty 
I 100.0% 100.0% 99.0% 100.0% 100.0% 100.0% 100.0% 
2 95.6 100.0 96.7 99-6 97-4 100.0 100.0 
3 90.4 96.8 92.7 97-3 94-3 98.1 98.7 
4 86:0 92.0 89.0 94.8 91.0 95-1 96.6 
5 81.6 88.8 86.0 92.0 88.5 91.9 93-8 
( 6 75-7 85.4 82.1 87.6 84.4 88.5 90.8 
4 7 71.8 79.8 77.0 83.2 78.7 84.7 84.5 
; 9 62.4 68.9 64.1 72.4 69.6 75-7 69.2 
4 to 53.8 58.0 56.3 62.5 59.8 64.3 58.2 
Exhibit 


BuT SUMMARY OF RANK CORRELATIONS 
| BETWEEN SINGLE-BRAND LOYALTY AND SINGLE- 
: STORE LOYALTY FOR 66 SEVEN-PRODUCT FAMI- 
LIES INDICATES THAT THERE IS LITTLE RELA- 
TIONSHIP BETWEEN THE TWO. - 


Correlation 

q Product coefficient 
q Scouring cleanser —0.050 
Headache tablets 0.050 
7 Toilet soap 0.198 
Margarine 0.305 


Frozen orange juice 0.391 
Canned peas 0.418 
Regular coffee 0.428 


q 
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EXHIBIT XIV 


Seven Product Families Chain Stores 
A&P National Jewel 
Brands Coffee Brands Coffee Brands Coffee 
Coffee Coffee Coffee Coffee Nat'l Coffee 
Family Purchased Purchased 211 Purchased purchased all Purchased 


Number inA&P Coffee Nat'l Nat'l Coffee Jewel Coffee 


125 100.0 
385 
262 95.8 89.5 
350 96.5 
321 109 
212 
70-5 
$39 7 98.7 4u2.6 
67.7 
100.0 
931 21.8 2.7 22.8 
100.0 13.7 639 0.0 16.0 950 9.6 
322 87.5 11.9 636 18.2 363 0.0 
100.0 9.6 95.2 14.3 819 2202 
205 96.5 631 12.6 359 16.7 
356 90.0 9.1 359 13.8 600 0.0 
100.0 193 5.3 383 0.0 5.9 
819 100.0 266 0.0 10.8 16.7 
276 100.0 6.0 327 33.3 7.6 632 2.3 
100.0 5.6 273 100.0 5.0 828 2.0 
390 100.0 823 100.0 496 100.0 
25.0 5.3 831 0.0 3.6 100.0 
183 60.0 5.3 583 0.0 3.3 931 100.0 
639 25.0 3.1 406 0.0 3.2 193 0.0 1.2 
355 0.0 3.0 850 0.0 2.5 100.0 
828 100.0 205 0.0 2.3 390 0.0 0.5 
100.0 163 0.0 1.8 all 0.0 0.0 
0.0 1.5 939 66.7 1.6 
273 100.0 383 0.0 1.5 
148 100.0 322 100.0 1.5 
266 100.0 1.2 0.0 1.5 
233 100.0 1.0 838 100.0 
950 100.0 0.6 0.0 0.8 
850 100.0 0.5 0.0 0.8 
0.0 0.0 0.0 0.7 
others 282 100.0 0.6 
all 0.0 0.0 
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Exhibit 


Comparison Store Chains Loyalty the Chain Private Labels 


A&P 


Out families purchasing more 
than pounds over the years: 


were over 90.0% loyal 


were under 10.0% 


Out purchasing more than 
pounds: 
were over 90% loyal 


Out purchasing more than 


ponnds: 
were over 
under 


Out purchasing more than 


pounds 
were over 90.0% 


Out families purchasing more 
than over the years: 


were over 90.0% loyal 
National labels 


were under 90.0% 


purchasing more than 
pounds: 

were over 90% loyal 


Out more than 
pounds: 
were over 90.0% 


Out purchasing more than 
pounds: 

were over 90.0% 

under 


Exhibit XVI 


SUMMARY OF RANK CORRELATIONS BE- 
TWEEN SINGLE-BRAND LOYALTY AND SIZE OF 
PURCHASE FOR 66 SEVEN-PRODUCT FAMILIES 
SHOWS THERE IS LITTLE RELATIONSHIP BE- 
TWEEN THE Two. 


Correlation 

Product coefficient 
Toilet soap 0.109 
Scouring cleanser 0.089 
Regular coffee 0.003 
Canned peas 0.195 
Margarine 0.133 
Frozen orange juice 0.028 


Headache tablets 0.102 


Jewel 


Out families purchasing more 


than pounds over the years: 


were over 90% loyal 
Jewel labels 


were under 90.0% 


Out purchasing more than 
pounds: 

were over 90.0% 


Out purchasing more than 
pounds: 

were over 


Out purchasing more than 
pounds: 

were over 90.0% 
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THE RETAILER WILL INNOVATE PERISH 


Myron Silbert, Vice-President 
Federated Department Stores 


The subject assigned this talk "INNOVATE 
PERISH." Will the Retailer able make the innova- 
tions necessary keep with these fast-changing 
times 


One must, humility, hesitate before tries predict 
future changes that will take place this fast-moving 
world, even before attempts evaluate the dramatic 
changes that are taking place today. 


Although completely apologetic trying read 
these future changes, can without any reluctance affirm 
that there will changes retailing--plenty changes 
and rapid changes. These innovations will necessary 
meet the requirements the rapid changes the 
lives consumers and therefore their needs. 


head famous New York store once told his execu- 
tives, "In New York you have keep moving just 
stand still." 


very important book covering the innovations re- 
tailing since 1930 has just been published Edward 
Barnet, Professor Marketing Northwestern Univer- 
sity and active member the American Marketing 
Association. 


this book, entitled Innovate Perish, Professor Barnet 
has traced and evaluated the rapid stream improve- 
ments that have followed one upon the other all types 

retailing over the past twenty-five years. 


this discussion today the current problems re- 
tailing and possible innovations meet them, have, 
for convenience discussion, divided the subject into 
these headings: 


Downtown Districts and the Suburbs 

Methods Pricing and Trends Type Store 

The Expanding Consumer Market 

IV. Inventory Policies and Hitching Production 
Consumer Demand 


The Downtown Districts and the Suburbs 


The move population the suburbs apparent 
everyone. And the growth shopping centers the 
suburbs, based ample parking areas, one the 
most conspicuous all business developments today. 


Even though this trend obvious, may significant 
look some the recent figures which help 
measure the extent the unmistakable growth trend 
the suburbs. 


Let look one the first releases the Census 
Business taken this year 1954 figures (see Table I). 


This summary the Census Report retail sales 
the Washington Metropolitan Area and shows changes 


retail sales from 1948 1954. 


The first column shows the sales change the entire 
metropolitan area type store. The middle column 
the sales change within the District Columbia alone, 
and the last column shows the sales changes the re- 
mainder the metropolitan area. The surrounding area 
consists two Maryland counties and four Virginia 
counties; all them are part the Washington standard 
area. 


Note the large, fast rate growth the surrounding 
counties. 


Table have the same report but with dollar 
figures included, expressed millions dollars. 


Note that the downtown area the apparel group dropped 
15%, $16,000,000, while the outside area was increasing 
137%, $20,000,000. 


For the combined area the gain the apparel group over 
1948 was only 3%, $4,000,000. However, 1948 was 
strong apparel year because the "new look." These 

figures, nevertheless, show the very slow gain apparel 
expenditures. 


General merchandise stores, which include department 
stores and variety stores, had small drop $3,000,000 
the District Columbia, while they were gaining 
$53,000,000 the surrounding areas. 


The central district these tables not strictly the 
downtown area. the whole District Columbia, and 
are some suburban shopping areas. Therefore, the 
change would even more marked this report had 
shown the downtown central business district and, 
separate figure, everything outside that central busi- 
ness district. 


part the 1954 census, there will issued the 
Census Bureau studies for our largest cities. 
these reports the central business district 
shown separately from the rest each metropolitan area 
can then see for these cities just what has been the 
downtown growth well the growth outside the down- 
town district. 


Just now the Census Bureau has funds for issuing reports 
for only the largest cities. additional funds 
are secured, the same type report concerning the 
central business district for the remainder approxi- 
mately 100 cities will made. The boundaries the 
downtown business district used all these reports 
are those recommended local committees each city. 


The trend toward the suburbs has been decidedly marked 
the two large metropolitan areas Los Angeles and 
New York. Table III shows that these two cities de- 
partment store sales have shown decrease since the 
base period 1947 1949. Part this decrease has been 
caused downtown department stores which went out 
business. 


What these figures mean for the 


One forecast that can make that the trend toward 
suburban living and suburban shopping centers will con- 
tinue. During the 1960's, when there will increase 
the number people marriageable age, the trend 
the suburbs may step even faster. The large group 
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newly married couples will look the suburbs for their 
new homes. There also tendency for new factories 
locate the suburbs, the edges our cities. 


The downtown district, however, will still remain sub- 
stantially important even though large amount future 
growth takes place the suburbs. 


The downtown volume still the bulk the total volume. 
The caliber operation downtown store det ermines 
the prestige that the store will have the suburbs. 


our medium-sized cities 200,000 500,000, the 
downtown area may find the new highways that will 
built opportunity draw from wider area. 


make the most the opportunities the years ahead, 
retailer should have strong program for both down- 
town and suburban areas. has chance gain 
building both directions. 


store can think only one program time, there 
danger may neglect its downtown operation while 
devoting its energy and imagination exclusively the 
suburbs. There evidence some cities that some 
neglect downtown operation has taken place. 


search were made for measures strengthen 
downtown operation, the best place start would with 
the development adequate downtown parking facilities. 


More and more customers shop automobile. One 
the advantages suburban shopping centers the avail- 
ability parking space. downtown areas were take 
heroic measures add available parking space, this 
would help the central business district maintaining 
its position. 


The provision additional parking space may either 
the joint effort all the downtown merchants the 
effort individual store. 


slogan use obtaining downtown parking 
facilities might be, "You can't have too much parking 
space. 


Another way make the most downtown opportunities 
establish adequate night openings. One the 
features the suburban store its frequent night open- 
ings. The same feature can established downtown. 
city has evening opening, there good case 
establish least one. there already one evening 
opening, there potential case for second one. 


the nights when the downtown stores are open, the 
parking spaces occupied the daytime the city's 
normal business activities become available customers 
the retail stores. 


Even though great deal can done maintain the down- 
town district, there question that will see still 
greater increase the development suburban shopping 
centers. 


Not all suburban centers will successful. whole new 


Science planning suburban shopping centers and suburban 


retail locations has developed. Already some financial re- 
organizations have been required centers that were 
poorly planned. the whole, seems clear that large 
percentage the increase retail volume over the next 
years will take place outside the central business 


districts. 


unusual opportunity, however, exists for those retail 
outlets that can combine intensive development 
both their downtown and their suburban programs. 


would seem that this lucky situation for the well- 
known department store, specialty store, which has, 
over the years, established strong customer acceptance. 
These stores usually develop reputation for good serv- 
ice and have extensive lists customers using their 
charge account and installment facilities. When these 
stores the suburbs, they have ready-made ac- 
ceptance. 


The next years, therefore, may see gain the part 
the well-established, large store which can success- 

fully combine progressive downtown operation with 
adventurous and well planned suburban program. 


Methods Pricing and Trends Type Store 


considering the changes that are taking place the 
methods pricing and type store, let describe 
recent typical pricing situation. 


Suppose take identifiable trade-marked item--some 
large electrical appliance, for example, with list price 
$100. 


Now let suppose there retailer who serves 
regular outlet for this product, who provides full service, 
and who carries the item stock the list price $100, 


Now competition with this regular outlet there are 
number competitors who manage get hold this 
identical item--same brand and same model number-- 
and who offer for sale about 


Perhaps this one the situations that your Convention 
Committee had mind when they picked topic, 
"Turmoil the Market Place." 


The regular retailer advertised the product the ap- 
proved list price and provided important services, such 
delivery, credit, and repair under his own supervision. 


The off-price retailer offered fewer services his lower 
price. His function often was merely transfer un- 
opened and uninspected factory carton. needed little 
advertising; could just point the list price the 
regular store and his own cut price. The fact that 
was underselling well established store helped bring 
traffic his inexpensive location and helped him sell 
other merchandise. 


The regular retailer was somewhat the position 
face" captive tied stake the center circle 
uninhibited enemies prancing around with tomahawks 
and menacing the scalp his good reputation. 


Let use this picture means tracing some the 
developments that are taking place and may take place 
the years ahead methods pricing and types 
store. 


What would you you were price situation such 
this, you were the retailer the center this price- 
cutting circle and tied the stake? Here what 
might expect: 


(1) Many regular retailers, after verifying that general 
and unbridled underselling existed, did what you would 
probably do. They reduced their price the $77 com- 
petitive price that was being offered the same models. 


this, they eliminated many services made 
special charges for them. They cut their advertising and 
selling efforts order reduce expenses. But was 
clear they could not risk being labeled stores which over- 
charged identical merchandise. 


(2) During the past year many department stores and 
other regular outlets reduced their prices major ap- 
pliances and, result, recaptured some the market. 


For the months through October, the Federal Reserve 
report departmental sales United States department 
stores shows that department stores reporting had 
increase 27% major household appliances and 13% 
housewares, including small appliances. 


not have comparable figures for the same depart- 
ments from other types stores. specialty appliance 
stores whole, the Bureau Census reports gain 
10% for these same months. 


(3) probable that the future more regular re- 
tailers major appliances and other big-ticket items 

will reappraise all their services and expenses and de- 
velop way selling lower price for those customers 
who want buy with minimum service. 


These retailers will reason that, even though the percent- 
age markup low, the dollar margin big-ticket item 
enough cover the reduced expenses and leave some 
profit--that is, they are successful cutting their ad- 
vertising and selling costs and charging for special 
services such delivery and repair. 


These retailers will further reason that the handling 
big-ticket item selling for around $77 may not require 
great deal more effort than the handling 
sale. They will learn more about the actual costs 
handling the $77 sale. For these reasons, they will de- 
part from their original method considering margins 
percentage alone. 


There will probably extension, therefore, this 
competitive selling regular outlets either their 
regular establishments separate outlets ware- 
house type established for this limited service selling. 


This would mean that the regular distribution channels 
have learned lesson from the cut-price operators, 
painful that lesson may have been. 


(4) Some manufacturers will left without their ne- 
cessary regular channels and without consistent dealer 
advertising, selling, and service effort. 


Some manufacturers will find that they need such regular 
full-service outlets. These manufacturers will have 
work out some plan re-establishing regular repre- 
sentation. They will have take steps see that their 
distribution effectively limited selected outlets 
capable doing the necessary promotion and service job. 


Some manufacturers, even now, are taking steps rebuild 
their regular channels. 


(5) Still another course for more retailers develop 


their own brands. This course will available primarily 
the larger companies, for well-organized voluntary 
groups. 


probable that will see development all these 
answers our typical pricing situation. 


(6) These cut-price outlets which have developed over 
the past few years will probably continue and may even 
increase number. However, once the regular channels 
meet them price with limited services, they will 
longer have the comparative list price which has been 
held over them umbrella now. may that 
these recent newcomers will have provide more ad- 
vertising and more services maintain their volume. 


(7) One the most important recent developments 
retailing form has been the supermarket. has com- 
bined self-service and reduced selling expenses with 
attractive plants, wide selection, and ample parking 
locations available automobile shoppers. 


Supermarkets have added their shelves many non-food 
items previously carried other types stores. 
some sections the country there are supermarkets 
being set for apparel and general merchandise, some- 
times even without the food operation. These new super- 
market department stores are operating with check-out 
cashiers. The customers roll their selections wire 
baskets the check-out stand. Only recently several 
these have been established former factory buildings 
New England. 


(8) What will the result this supermarket trend? 


seems that the principle self-service for many 
clothing items and smallware items general merchan- 
dise will expand further. Whole sections existing 
traditional stores may transformed self-service, 
some form customer selection related self- 
service. Many variety stores have already converted 
self-service. 


(9) Department stores and variety stores will likely in- 
corporate some the principles the supermarket 
they expand into suburban shopping centers. 


now part the growth supermarkets may have 
resulted from the fact that these supermarkets brought 
some items general merchandise out the suburbs. 
department stores, variety stores, and other types 
retailers expand into the suburbs, more these general 
merchandise items will available the outlying 
sections their former traditional outlets. 


The principles self-service and accessible display 
dramatized the supermarket will also influence the 
downtown department stores, variety stores, and special- 
stores. 


One the features the revolution going retailing 
that each type store can borrow the new develop- 
ments other stores and build them into their own opera- 
tions. this way they can take steps keep with the 
developments the times. 


(10) For the manufacturer, this development self-ser- 
vice opens broad field for his operations with all types 
outlets. More and more packaging will develop that 
more items can selected the customer without 

selling service. More types goods will packaged 


this manner. 


More manufacturers will prepare suggested ideas 
fixture and display arrangements their items packaged 
for self-service. They will find opportunity improve 
the display and the method filling these stocks, not 
only supermarkets but department stores and other 
outlets. 


This perhaps good place stop and summarize some 
the developments pricing and type store. have 
seen that there much learn and apply from the de- 
velopment limited service selling big-ticket items 
and self-service supermarket type selling small- 
wares. 


These trends will continue influence all types retail 
outlets because they have sound features that help the 
customer. 


But along with these basic developments, many gimmicks 
tricks have appeared the market place. These 
tricks will cause temporary excitement, but they are not 
apt have permanent growth. Some these gimmicks 
even serve increase the cost distribution the 
customer without compensating advantage. 


this discussion have, this point, given consider- 
able emphasis the place price determining the 
future stores the competitive race. But the con- 
sumer interested more than price. The consumer 
will often give support and provide growth for retailer 
who performs services well and charges for them. 


There important place our distribution picture 
for competitive gains made through factors other than 
price. 


can give example the establishment the Common- 
wealth Massachusetts over years ago savings 

bank life insurance substantial price savings. This 
form insurance has been available since that time with 
savings more than 20% the cost most other types 

insurance. These savings are made possible because 

insurance agents and very little advertising are used. 


Even though the savings bank life insurance developed 
substantial volume Massachusetts, much more in- 
surance has been sold through the regular companies. 
Therefore, can see that there place for the 
function bringing the story insurance effectively 
the customer and that price advantage alone does not 
sweep the market. 


The Expanding Consumer Market 


Perhaps the greatest opportunity for innovations re- 
tailing and marketing general the great ex- 
panding consumer market. The opportunity lies finding 
new ways selling the greatly increased number things 
that the consumer able buy. 


aware the many forecasts expansion that have 
been made for the years 1965 and 1975. All these pub- 
lished statements have been very reassuring. Most 
them have forecast 40% growth our gross national 
product years, and for years some have pictured 
doubling the present level--and all this increase 
without counting any rise prices. own studies 
would indicate that all these forecasts are conservative 
and will substantially exceeded. Along with this growth 


gross national product will equal growth con- 
sumer income and consumer purchases. our esti- 
mates future growth are correct, retailing and distri- 
bution can look forward least gain 40% 
years and 100% years. 


sometimes hear about worries consumer satura- 
tion--that people are "bought up,” that they already own 
most things, and that they may soon stop buying. 


Some excellent studies saturation Professor George 
Katona the Michigan University Research Center indi- 
cate there little ground for such fears. 


Professor Katona had well trained interviewers discuss 
this subject with carefully selected sample American 
families. The study shows that most families look for- 
ward many new acquisitions, owning many more 
things that they not now have. The survey reveals 
many things that customers dream acquiring. 


great many consumers still look forward buying new 
homes. great many believe that their present homes 
are not satisfactory, and they look forward getting 
better dwelling, often better location. 


Many the things that consumers say they hope own 
the future have with new items home equipment. 


One our national leaders, the heat political 
campaign, excited attention when promised there 
would car every garage and two chickens every 
pot. Even though his prediction was followed soon after 
period depression, know now that for the 
longer period his forecast was quite modest. With the 
increased income that can see ahead for the American 
consumer, future marketing can aim much rosier 
picture the standard living for all our American 
families. 


Among the possibilities are two cars every garage-- 
and some three; two homes for every family, one 
town and the other the country; boat two; and 
air conditioner every room central combination 
heating system for the whole house. There will 
colored television; complete home laundries with washer, 
dryer, disposals; and host new leisure- 
bringing appliances yet produced. And dreams 
need not limited merely physical 

There can college education for everyone who can 
absorb it; more symphony music and opera for millions 
who will learn love it. There can wider distribution 
and greater availability many helpful medicines and 
skillful medical attention private public basis 
alleviate many diseases and add years life. 


Millions people can brought more sunshine the 
winter and cooler breezes the summer. 


There will demand for more churches, more schools, 
and more and better roads. 


realize that all this sounds much like the year-end 
bullish forecast and the common garden variety Polly- 
anna handout. Yet, seriously, there challenge 
retailing and other parts the marketing world build 
for this future job distributing the goods for rising 
standard living. 


With our rising income, there will opportunities sell 
goods and services both for cash and through installment 


credit. 


Dr. Katona's surveys through the University Michi- 
gan's Survey Center, many the things which consumers 
dream buying are big-ticket items--that is, things 

that run into high-unit prices. Even though incomes will 


higher, still likely that the wider distribution 
these products will accomplished through consumer 
credit. 


There challenge the marketing world look ahead 
and explore sound application consumer credit 
meeting the wide expanding markets that loom ahead. 


There currently much criticism consumer credit 
and much fear that has gone too far. the contrary, 
consumer credit really sound. Let look Table 
IV. This table based the report the Securities 
and Exchange Commission the financial assets and 
liabilities individuals the for the year 1954. 


should pointed out that these assets individuals 
include those held unincorporated businesses, trusts 
and pension funds, and that they are more than strictly 
the holdings Mr. and Mrs. Consumer. 


also true that the assets and the debts are not con- 
nected with the same people. But the important thing 
point out that after making many allowances, the total 
amount consumer debt looms small light the 
financial position consumers. answer the charge 
that American consumers are debt their necks, 
reply can made that American consumers are 
debt only their ankles. 


This reassuring condition consumer credit supported 
many other sets figures. Collections are good. De- 
linquency rates are currently very low. 


The studies the University Michigan Survey Center 
show that consumer debt sound condition. Here 
are the headline summaries their study: 


(1) Debt not primarily low-income phenomenon. 
(2) Debt most characteristic middle-income groups. 


(3) Relative few people have oppressive debts. 


The sound position consumer credit challenge 
see can devise ways making even more 
useful selling the better things life. Perhaps can 
develop methods that are even sounder than the credit 
today. Perhaps can sell things which today have very 
limited markets. 


Let try make stab one example. Suppose that 
over the years before World War had had some 
sound method financing college education through use 
10- 20-year credit. Would have been possible 
make coliege education available many who were 
neither rich nor could win scholarship? college 
education asset which generates earning power. 
That earning power could make possible the repayment 

loans. Could have changed the whole level 
intellectual development the country over the years and 
opened opportunity for education that later came through 


Can some thinking this subject the years 


realize that this just wild stab example aimed 
stimulate creative application the possibility 
improving the entire scale American life through the 
sale major big-ticket expenditures financed through 
newer and sounder methods consumer credit. 


the development credit selling, however, must 
realize that profitability depends upon reasonably good 
administration the credit function, such intelligent 
extension credit and consistent collection procedures. 
Wherever there has been sound administration, losses 
have been very low. The record good one depart- 
ment stores, personal loan departments banks, and 
leading automobile finance companies. 


The wider market ahead will not depend upon con- 
sumer credit alone. There will growth cash 
business. Consumers will have growing cash incomes 
and growing cash savings. Therefore, the growth the 
years ahead can shared both stores offering credit 
and those selling for cash. 


Inventory Policies and Hitching Production Consumer 


Demand 


this great expansion consumer expenditures, there 
will opportunity for growth for many types 
stores. The consumer will support many different types 
distribution. The size the market will enable many 
different varieties retailers flourish, provided each 
keeps date and applies his operation lessons 
learned from the consumer. 


Within each type store there will some successful 
ones who will grow rapidly and others who will fall 
the wayside. Perhaps one the determining factors 
whether retail company successful the way 
performs its job adjusting its stock the needs the 
consumer. This job much more than control job. 
creative job discovering consumer needs and 
quickly shifting purchases fill those needs. 
science having plenty the best-selling trends and 
keeping stocks low the less-wanted trends. 


This activity stores sometimes labeled the term 
The success department store, 
other type store, has, over the years, depended how 
skillfully jobs merchandising were performed. 


Most the department stores that passed out ex- 
istence during the last two three decades were those 
that did poor job merchandising. one had chance 
through these stores their last struggling years, 
one would have seen great accumulations old, unwanted 
goods and marked inability keep the stock fresh with 
wanted goods. 


the other hand, there great department store which 
has had outstanding growth and which dominates the 
Selling entire important state. The head this 
store has drilled into the department heads the methods 
keeping balanced inventory. the years when the 
store grew the fastest, each department head reported 
weekly the head the store and discussed detailed 
summary the stock and sales units within his depart- 
ment. The head that store made the first order 
business see that the staff was trained keeping 
balanced stocks, and the result was one the fastest 
growths the nation. 


This science keeping inventories balanced still has room 
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for many further improvements and developments. may 
that the new developments electronic equipment will 
aid the speed keeping inventories balanced. Those 
companies and types stores that perfect this function 
are the ones that will strongest over the decades 
come. 


And there need for study and development methods 
balance inventory all the parts the whole distri- 
bution process--manufacturing, wholesaling and retailing. 


great deal energy has been wasted the past 
manufacturers turning out quantities the wrong item. 
Then the whole distribution process clogged with the 
mistake and needs concentrate correcting it. Much 
more could have been accomplished had all segments 
the trade been able work that the consumer 
demanded. 


There undoubtedly room for great many innovations 
perfect this job balancing inventory consumer 
demand. 


example, can recall the story told prominent 
manufacturer television sets. confessed that the 
Korean boom the industry lost all judgment the quantity 
sets that could absorbed the market, and serious 
inventory jams accumulated all along the line. order 
have better knowledge inventory requirements, the 
industry arranged analyze the rate consumer sales 
from record warranties given installation. With 
this information retail sales, the industry was 
better position control production and inventories. 


Air conditioning has special troubles because production 
has take place long advance sales. the weather 
not hot enough when summer does arrive, one can 
understand why inventories accumulate. would seem, 
however, that there opportunity correct the type 
imbalance that developed from accumulation 


Table 


inventory 1/2 ton air conditioners when the demand 
shifted 3/4-ton and sets. 


this field inventory balance there opportunity 
for skillful developments manufacturers, wholesalers, 
and retailers. 


There may further developments collecting informa- 
tion grass roots sales which can used advantageously 
back along the line the manufacturer help balance 
production. 


Sharp inventory ups-and-downs have not yet been con- 
quered the American business picture, but they can be. 


the recessions 1949 and 1954, large part the drop 
was caused the necessity curtailing inventory. 


this 1955 boom, there are again rumbles inventory 
accumulation. 


inventories can more skillfully adjusted consumer 
demand, possible that may eliminate the danger 
recurrent depressions the American economy. 


But this job tailoring inventories consumer demand 
can result not only helping level out recessions but 
also helping prevent recurrent headaches the 
distribution pipeline. 


The science skillfully adjusting production and in- 
ventories consumer demand can result quicker 
capitalizing consumer trends, greater increase 
volume, and faster growth the economy. Inventory 
policies are vital factor sales growth. 


For all these reasons, seems that important part 
the developments ahead distribution will 
directed toward further mastering the science 
hitching production and inventories consumer demand. 


SUMMARY CENSUS REPORT RETAIL SALES THE WASHINGTON METROPOLITAN 
AREA SHOWING PER CENT CHANGES RETAIL SALES FROM 1948 1954 


Washington Metropolitan Area 


Area Outside 


District Columbia District Columbia 


Kind Business Group Percent Change 1948 1954 Percent Change 1948 1954 Percent Change 1948 1954 


Total +38 
Food +47 
Eating, drinking +26 
General merchandise +23 
Apparel, accessories 
Furniture, appliance group +28 
Automotive group +56 
Gasoline service stations +94 
Lumber, building, hardware, 

farm equipment +46 
Drug +34 
Other retail +20 
Nonstore retailers +259 


— 


+10 +120 
+125 
+10 
+190 
+137 
+21 
+36 
+54 +155 
+110 
+126 
+123 +643 


Table II 


SUMMARY OF CENSUS REPORT ON RETAIL SALES IN THE WASHINGTON METROPOLITAN 
AREA SHOWING DOLLAR CHANGES IN RETAIL SALES FROM 1948 to 1954 


ee Washington Metropolitan Area District of Columbia District of Columbia 
Sales in Sales in Sales in 
Millions Percent Millions Percent Millions Percent 
Kind of Business Group 1954 1948 Change 1954 1948 Change 1954 1948 Change 
Total 2,027 1,471 + 38 1,215 1,102 +10 809 368 +120 
Food 466 + 47 224 209 242 107 +125 
Eating, drinking 161 12% + 26 109 100 +10 51 27 + 87 
General merchandise 26% 212 + 23 bz 184 - 2 81 28 +190 
Apparel, accessories 138 134 + 3 102 119 - 15 35 14 +137 
Furniture, appliance group 87 67 + 28 64 53 + 21 22 14 + 56 
Automotive group 343 220 + 56 192 141 +33 150 78 + 92 
Gasoline service stations 116 59 +94 55 36 +54 60 23 +155 
Lumber, building, hardware, 
farm equipment 91 62 +46 31 33 - 71 59 28 +110 
Other retail 226 188 + 20 174 159 + 9 51 28 + 81 
Ma Nonstore retailers 41 11 +959 25 11 +123 16 0.2 +642 
Table II 
“i FEDERAL RESERVE DEPARTMENT STORF SALES INDEX IN TWO LARGE METROPOLITAN AREAS 
Index 1947-1949 = 100 
Adjusted for Seasonal Variation 
Index for 
Oct. 1955 
Los Angeles Area 131 
Downtown Los Angeles 79 
Westside Los Angeles 136 
New York-Northeastern New Jersey Area 196 
New York City 
Newark 94 
Total U. S. Department Stores 122 


Table IV 


Area Outside 


FINANCIAL ASSETS AND LIABILITIES OF INDIVIDUALS IN THE UNITED STATES 


Year End 1954 


(Billions of dollars) 


Financial Assets 


1. Currency and bank deposits 
a. Currency 
b. Demand deposits 
c. Time and savings deposits 


2. Savings and loan associations 


3. Insurance 
a. Private 
b. Government 


4. Securities 
a. U.S. savings bonds 
b. Other U.S. Government 
c. State and local government 


5. Total financial assets (1 through 4) 


398.3 


This does not include individuals' holdings of corporate securities. Rough estimates 
indicate an order of magnitude of $280 billion at the end of 1954. 
(Total including estimated corporate securities 778.3 billion) 


Liabilities 
6. Mortgage debt 


7. Consumer debt 


24.8 


q 
154.5 
25.6 
57.3 
-71.7 
27.3 
136.6 
82.4 
54.2 
80.0 
50.2 
16.1 
13.6 
65.1 
‘ 
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THE MANUFACTURER TIME FOR REAPPRAISAL 


Richard Burke 
Sears, Roebuck Company 


The biggest year that has ever been seen the consumer 
goods market place has just closed. This flood dis- 
tribution has cut some new channels, short-cut some old 
bends the river, and perhaps has seemed leave 
parts its old bed drying up. But our view Sears, 
the market isn't turmoil. It's state accelerated 
evolution, but not terminal. 


some respects these developments were clearly fore- 
seeable. think has been obvious for some time that 
someone would figure out how distribute and sell major 
appliances for less than $300 $400 apiece, less than 
percent their selling price. The automobile 
industry has been doing for years, spite the fact 
that nearly 100 percent sales involve trade-ins, which 
competitive times eat into the already small retail 
gross profit provided the outset. 


The fact that automobile represents higher ticket is, 
opinion, relatively unimportant. sell pair 
shoes that has fitted for total transaction from 
$20 certain'y requires far different markup 
structure from that required sell $400 appliance. 
The wonder that the sale these products 
reduced gross profit did not come earlier. 


suppose the answer that for long time many, not 
most, the distributor-dealer channels the country 
have needed this high gross profit order exist; and 
since economics the marginal producer has something 
with the establishment price, suppose that's 
how happened that the so-called discount house arrived 
late. 


Then, think that the coming this trend has been de- 
layed wars, postwar shortages, and other 
influences during which system pricing the basis 
what the traffic would bear prevailed. appears 
have come rather suddenly, but think has been the 
making long time. 


long the old-fashioned list price has more reality 
the customer's mind, suppose these new types 
distributors will continue operate discounters. 
Sears, for clarity's sake, just refer them low- 
cost retailers; and, course, operate the basis 
that they are here stay--or perhaps should say 
are here stay. 


However, seems that the arithmetic that might 
tend support this phenomenon neither the underlying 
nor perhaps the most important aspect. More important 
the fact that the old business selling state 
change. The huge quantities big-ticket consumer 
goods that are distributed today make impossible for 
any American stranger automatic washers, 
driers, refrigerators, electric ranges, television sets, 
any other major appliances. Mass media advertising 
and, above all, word-of-mouth and visual communication 
are taking over more and more the selling job. 


For example, the customer, Mr. Jones, his chin 
time payments and has been for quite while. 
wants certain appliance very much, but studiously 
avoiding exposing himself store. However, can't 
avoid seeing them his houses deaf 
the observations his neighbors who have them. 
shut out Betty Furness fail read the maga- 
zines; finally, when his debt load dips little, his 
purchase conviction crystallizes. 


that time, however, knows what size wants, what 
the features are all the brands, and what brands might 
acceptable him. goes the store not have 
salesman show him the line, but just make deal. 
the discounter hadn't been available this fellow, 
would have had invent him. 


David Reisman, the prominent sociologist, says The 
Lonely Crowd that production has become simple 
our society that the major requirement placed our 
people now consume, not produce. 


William White, Jr., his article The Fortune Study 
Air-Conditioner Sales Philadelphia row-house neigh- 
borhood, says this: 


consumers become more consumption minded, they 
become more professional, more interested the 
pros and cons makes and models and sizes and 
potential economics. 


Once the retailer was key factor the marketing 
new product, appliance otherwise, and the pricing 
structure reflected this; but what function does per- 
form today 


the customer hasn't already sold himself hasn't 
already been sold his friends, he's not likely into 
the store. The real selling job, then, done before the 
customer makes contact with the dealer. Thanks the 
social group's guidance, the customer has already deter- 
mined almost everything about the purchase, including 

the fact that will make it, except price and few minor 
options. shops for price and, understandably enough, 
goes where can get discount. 


The initiative has passed the consumer. Since 
comes the dealer with the essential selling function 
already performed, he's position dictate terms. 
Just the consumer has shared the markup 
groceries sharing the physical burden distribu- 
tion, now with the big ticket items sharing the 
markup sharing the selling burden. 


short, he's earning the price tag; and whether mar- 
keters like not, he's going get it. Discount houses 
shout their readiness oblige him, and thus are blamed 
for upsetting the status quo, but they are not the cause 
but only the manifestation. 


Like nature, our economy abhors vacuum. This pre- 
selling phenomenon not confined, course, big 
tickets time-payment merchandise. How else you 
sell new items super market where there 
selling whatever? How that food stores carry many 
more brands the same item than they once did, 
customers aren't demanding through having been pre- 
sold? 


Now, parallel this trend what consider the current 
unavoidable decline the caliber personnel available 


for retail selling. our economy whole--and this 
personal opinion not widely shared own com- 
pany--and our workers individually become more pro- 
ductive and worth more money, personally don't believe 
that the retail sales job now understand can con- 
tinue compete for high-grade talent capable develop- 
ing individual prospects, creating demand, and making 
sales personal basis. 


addition these factors, there are others whose im- 
portance shouldn't minimized. For instance, for many 
years has appeared that Sears was fortunate 
enjoying rather exclusive position with regard the 
neighborhood, suburban locations, with parking lots 
for our metropolitan area stores. course, are 
losing this exclusive position because the development 
the shopping center and the growth the competitive 
department stores consumer locations. fact, 
want brood about how tough things are getting, 
could reason ourselves into very depressed frame 
mind. But can't take any such negative viewpoint. 
What, then, are some the positive things that Sears 
doing maintain its profit and sales position and still, 
course, meet and, hope, beat this increasingly 
intense 


There nothing mysterious about Sears. Their approach 
most problems simple and direct. would say the 
two principal things we're trying are, first, 
become better merchants the individual lines that 
handle, and, second, reduce our costs enable 
become more competitive pricewise without reduction 
our profits. 


Let's discuss this matter merchandising first. 
merchant man who has what the public wants when 
they want it, where they want it, and price they will 
pay. That adequate, perhaps, but rather un- 
imaginative definition. Having merchandise where 
wanted mechanical operating function that ought 
done with particular difficulty. The "at the price 
people will pay" requires that you know your competition. 
Having what the people want not particularly difficult 
you simply select the best sellers from the lines 
manufacturers and wholesalers who offer you goods. 


But distribution, well any other business, 
quickly becomes evident that common, staple items 
good demand and available many places tend drift 
downward price the point where you can't make 
satisfactory profit either producing selling such 

goods. 


good merchant, therefore, has have something more. 
fact, describe good merchant man who has the 
imagination and the ability enter this kind depressing- 
appearing market, and manipulate the features and the 
cost the features his items and his various levels 
quality that able both meet his competition and 
make satisfactory profit. 


does this, course, discerning certain added 
elements value the customer, which intrinsic 
value don't add proportionate amount the cost; and 
then selects items that basis that averages 
good profit. 


However, the best merchant book the fellow who 
not only can this job through selection, but who under- 
stands why his customers buy when they buy. can 
visualize the item that will even better job--if 


only had it! can create his imagination better 
item than exists the market. 


can have such item exclusively, removes 
himself one notch further from the pressure com- 
petition. This creative kind merchant expect our 
Sears buyers be. And that brings one more ob- 
servation: they are very fortunate. Elsewhere the 
distribution field there are doubtless many imaginative 
and creative merchants who are unfortunate enough, 
however, work circumstances where the volume 
that they command far too small permit them 
put their ideas into practice. They simply don't have the 
sales support their own opinions, unless some manu- 
facturer chooses listen them and agree with them. 
Then they have sell the general trade order 
support enough volume make the production economical. 


However, Sears our merchants have not that excuse. 
They are expected bring improvements about, and 
arrange their supply that their own company the 
beneficiary. 


This product development; and isn't accomplished 
getting manufacturer your office, outlining your 
ideas, sketching scratch pad, and naming delivery 
date. Product development today detailed planning, 
much time, money, and engineering and design personnel 
and facilities the factory. Frequently heavy expendi- 
tures for tools and dies are required. 


may seem strange you that retail merchants should 
involve themselves heavily this activity. 
certainly unusual. know other case where re- 
tailers underwrite the product development and risks 
that do. However, all successful new products are 
developed merchants because, according the de- 
finition just made merchant, they are the ones 
who conceive the items that will sell, regardless 
where they work. 


Our attitude simply that want our own ideas de- 
veloped, and want the benefits exclusive rights 
them, must lead and pay for product development. 


Assistance this process one the functions the 
laboratory that have department. This labora- 
tory staffed 170 people, most whom are product 
engineers, industrial designers, industrial engineers 
with factory production background. For each major 
line, the laboratory assigns development team composed 
least one product engineer, (perhaps home econo- 
mist the item home appliance household item), 
one industrial designer, and one industrial engineer. 


This team tests our line against our competition, conducts 
other analyses, experiments with and explores new ideas 
help our buyer crystallize his mind what thinks 
worth striving for development. 


The product engineer and his laboratory are used for this 
comparison and analytical and experimental work. The 
industrial engineer the team analyze processes 
manufacturing which might favorably influence our 
cost. The designer, course, there counsel 
style and, the proper state, the designing. 


brief, our product laboratory's job and the job this 
team check competition, analyze the ideas the 
buyer, and generate ideas their own which together will 
make worth-while docket development projects for our 
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factory research and development department attack. 


Creative imagination good merchant isn't enough, 
even has laboratory. Product development re- 
quires development department factory. Sears 
does not intend any the actual product engineer- 
ing work. Our work has with deciding what 
wanted. The factory's job generate other good 
ideas and, when the most likely projects are selected, 
work them out that can have improvements 
our product. 


The business setting factory program, you can 
visualize, very involved. There are many steps. 
takes least months after you have decided exactly 
what characteristics you want your 1960 line re- 
frigerators through the more less mechanical 
procedure engineering the product, designing the tools, 
making the cost estimates, freezing everything, making 
the tools, trying them out, and preparing produce. 


And the development work that precedes that, where new 
ideas are perfected, involves projects rather in- 
definite duration which are continuous and which are un- 
certain, course, success. 


The reason emphasize this point heavily here that 
manufacturer-distributor integration has implicit 
the necessity for permanence. Sears doesn't shop for its 
merchandise. You can't conduct product development 
program like that with shifting source supply. That 
point alone, probably more than any other, accounts for 
the stability our supplier relationships. think has 
implications for any manufacturer distribution organi- 
zation. 


This relatively the same story you are dealing 
much simpler lines refrigerators. Too, textile item 
can styled and brought into reality very quickly, but 
not you are going perfect your fit and your patterns 
over period time; not you are going enter into 
any textile development the fabrics themselves. That 
again takes time and necessitates permanence your 
supplier relationships. 


So, summarize this point our efforts become 
better merchants, let say that Sears buyers are ex- 
pected merchants the highest order--which, ac- 
cording definition, involves not only smart mer- 
chandising existing items, but also the creation 

items which have extra appeal not available the market. 


This is, course, product development which the 
process involved and the activities continuous 
dictate the need our affairs for permanently estab- 
lished manufacturing affiliations. 


don't mean imply that never change our sources, 
because that probably happens every day somewhere 
other Sears; but this not the rule. 


Now, come this matter cost reduction. The first 
and biggest cost, course, the cost merchandise. 
this point you might ask how Sears should reasonably 
expect obtain costs that are below the levels that exist 
highly competitive manufacturing market. The 
answer that one has any right expect that unless 
does something extra justify it. 


Incidentally, when I'm talking about cost reduction here, 
talking purely about the economics manufacturing 


distribution, not the cost that might taken out 
product through intelligent selection characteristics 
and features. not really talking about cost re- 
duction; stressing the fact that what should all 
try get the best possible cost that economi- 
cally sound--not just reduce the cost exists. 


The only way that know this job put to- 
gether our rather stable demand, our known needs, our 
projectable quantities goods with manufacturing 
facilities and raw material procurement arrangements 
that are just tailor-made for that quantity distributed 
those places and needed those times. may may 
not result reduction over our present price, but 
relatively invulnerable unless someone figures out 
better way. 


help assure that our permanent supply facilities are 
capable shooting par costwise, Sears maintains 
staff industrial engineer specialists these labora- 
tories. 


individual line--for example, men's white shirts men's 
dress shirts, any very narrowly defined line goods. 
manufacturing analysis mean infinitely and com- 
pletely detailed analysis the cost making our goods. 


the job, plans must synthesized. this not 
done, you have basis for budgeting any the indirect 


expenses that comprise the overhead the manufacturing. 


job like that takes industrial engineers average 
six months. Such jobs are done complete detail, based 
volume, where the goods are going, and seasonal 
needs. have know these things order figure 
how much warehouse space required. The objective, 
course, produce evenly the year round. 


What know when get the end that road? 
have worked freight analysis into the situation, and also 
have calculated the costs that might emanate from the 
factories five six different sizes. Thus, have 


some measure efficiency size, potential efficiency, 


that can study the effects decentralization our 
cost. 


ideal for operate out one plant? Three 


plants? Five plants? Where should the plants located? 


What should the size the plants? What should their 
costs be? 


Answers these questions give very good measuring 
stick against which judge possible manufacturing 
affiliations, and that's when out establish those. 
approach the manufacturer who most nearly matches 
the pattern our own objectives. explain that 
our intention integrate our operations with the maxi- 
mum benefit both. understands these aims and 
desires participate, ask him confirm all the 
figures have projected. 

When have come meeting the minds, enter 
into contract with the manufacturer. agree carry 
sufficient product make him happy, and assure 
permanence him long does his job. return, 
willing make capital investments that are usually 
required. money needed, frequently Sears helps. 


- 


Let's assume now that all this has worked out ideally and 
that have setup capable minimum cost; but 
haven't any assurance getting it. There are certain 
things have make sure that these relationships 
deliver their full potential. 


These are some the extra things that think many big 
buyers still leave undone and result lose any ad- 
vantage that might obtainable. First, must plan 
our orders provide continuous 12-months' pro- 
duction, regardless the seasonal nature the sales-- 
and it. 


Second, must reduce the number styles mini- 
mum. 


Third, must keep these factories loaded with the 
thinnest possible factor fixed expense. 


Fourth, must assume all risk finished goods made 
and materials bought against our orders eliminate the 
need for contingency and cost cover such risk. 


Fifth, must see that product development 
facilities are set the factories keep lines 
coming forth. 


Finally, must plan controls cost that help assure 
the achievement what set out do, and the main- 
tenance good operation. 


There one more important source economy 
efficiency. way, have amputated marketing 
problem and its expense the manufacturing level. 
haven't amputated selling. 


Incidentally, have noted that the manufacturer doesn't 
keep the buyer sold the product, his factory, and his 
ability, the relationships tend degenerate, also 
the cost and the performance. the buyer--our stores-- 
doesn't keep selling, he's trouble. 


But this relationship frees them from the uncertainty 
who going buy from whom, and lets the buyer 
market research specialist, developer merchandise, 
and seller instead shopper that merchandise. 


Obviously are doing other things, and are all 

the retailers, make ourselves better competitors. 
many these cases not familiar with the details; 
but the development our store layouts and our 
operating techniques, there plenty going on. hope 
rearrange our operating methods and then 
mechanize them that can increase the effectiveness 
our men and our facilities. 


would like take the opportunity speculate just 
little bit about what more will called upon 
order meet these increasingly severe competitive con- 
ditions. For one thing, the sociologists tell that, 

result our increased standard living and the 
impact mass communication, and perhaps also because 
the emphasis consumption within our society gener- 
ally, the consumer today looking for satisfactions 
his purchases other than getting his money's worth pure 
utility. seeking status through his association with 
the prestige dealer and prestige cars and prestige brands 
and stores and products. 


the extent this true, has important implications 
advertising communication policy both the develop- 


ment and the sale merchandise and the development 
corporate personality. 


think the distribution stores have many ways been 
most lax. Most retailers have only hazy understanding 
their net profits line, item. are evidently 
unaware just how much have been making some 
our lines. that the case, must have been 
the red some others and would very helpful 
know what they are. challenge any retailer give 
rational explanation. 


think should emphasize research distribution. 
None would have much confidence major indus- 
try these United States were not investing 
significant proportion its earnings research and de- 
velopment. The textile industry sometimes criticized 
for its low ranking this respect, compared the 
chemical industry the auto industry some other 
major portions the economy. 


But how about distribution? What part the earnings 
major industries are spent research and develop- 
ment within their own 


have experimental laboratories and pilot plants the 
chemical industry. have experimental stores and 
experimental warehouses and subsidized experiments 
distribution generally? don't believe so. 


don't know how else the distribution industry going 
meet those challenging questions that Dr. Drucker asked 
this noon. are not going just buying 
crystal ball. 


the typical Sears store location was stroke genius 
years ago--and think was--what kind locations 
will good years from now? What kind stores 
will they be? What will the impact television, and 
particularly closed circuit television, retail selling? 
the retail salesman disappearing? so, how are 
going sell? 


The people who first find the answers these questions 
will the ones who create the turmoil the market 
place years from now. There will always 
turmoil the market place. But really isn't turmoil; 


it's only the evolution industry under free economy. 


I'm sure all hope stays that way. 
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ADVANTAGES THE LARGE FIRM: 
PRODUCTION, DISTRIBUTION, AND SALES PROMOTION 


Joe Bain 
University California 


Introduction 


recent decades, important aspect American indus- 
trial organization has been the existence many indus- 
tries high seller concentration--of concentrated oligo- 
polies wherein very few dominant firms supply most 
the output--and concomitantly firms very large ab- 
solute size. This situation has posed number prob- 
lems for public policy, one group which should like 

consider here. These problems concern the character 
and extent the advantages which larger firms have over 
smaller ones, and, derivatively, the social desirability 
and feasibility measures which would require de- 
crease seller concentration industries concen- 
trated oligopolistic structure. what extent these 
industries economies large firms justify the exist- 
ing degree concentration, what extent could decon- 
centration imposed without raising the costs supply- 
ing view the character the advantages 
large firms, what sorts public policy measure, any, 
would suffice secure deconcentration efficiently and 
more less permanently 


the vocabulary economic theory, ascertain several 
implied questions: 


(1) What the character and extent economies large- 
scale production various concentrated industries, via 
large plants multiplant firms, and how large are exist- 
ing firms compared the minimum size required for 
maximum efficiency 


(2) What the character and extent economies large- 
scale distribution goods and services various con- 
centrated industries, and again what about the actual sizes 
existing firms 


(3) What the character and extent advantages 
large scale sales promotion, and what are their implica- 
tions with reference the policy questions posed? Other 
questions are also implied, such that regarding the 
relationship scale firm effectiveness propa- 
gating progress product and technique, but will re- 
strict myself here the three just enumerated. 


These questions have been treated length priori 
economic theory, but the whole inconclusively. The 
highly qualitative indications the theory have done little 
more than pose the essentially empirical questions in- 
volved. And economists have been slow developing 
factual answers. Given this paucity 
essential information, was encouraged several years 

ago undertake systematic study twenty manu- 
facturing industries--seventeen them either moderately 
highly concentrated--emphasizing among other things 
the economies and other advantages large-scale firms. 
The industries sampled--omitting those rather low 
concentration--include those producing cigarettes, soap, 
distilled liquor, meat, autos, fountain pens, typewriters, 
rubber tires, petroleum products, farm machines, tractors, 


steel, copper, cement, gypsum products, rayon, and "tin 
cans." should like here--restricting myself con- 
centrated manufacturing industries alone--to offer some 
tentative suggestions concerning possible probable 
answers the questions have stated. will 
offer will consist part summary report empiri- 
cal findings, and part some hoc theorizing based 
these findings. 


The first question concerns economies scale pro- 
duction, and refers the extent which unit costs 
production (to, but not beyond, the factory gate) decline 
the scale the plant firm increases. Here, the 
two strategic issues any industry are (a) what mini- 
mum optimal scale plant firm--i.e. the smallest 
size which lowest cost can attained--and (b) how 
rapidly unit production costs rise scale made 
successively smaller than the minimum optimal? These 
questions may asked with respect turn the scales 
individual plants and multiplant firms. 


Production economies plant scale the seventeen 
moderately highly concentrated manufacturing indus- 
tries not follow any single pattern. first indicator 
the extent such economies the percentage 
market output which will supplied one plant 
minimum optimal scale. Referring either the unseg- 
mented national market, the largest separate 
regional product submarket cases where the 
national market segmented, this minimum optimal 
scale estimated run above per cent market 
output six the seventeen industries, between and 
per cent another six, and below per cent the 
remaining five. Many the plant scale curves, however, 
are apparently fairly flat, that plant scales may re- 
duced half even quarter the minimum optimal 
while elevating unit production cost only per 
cent. When the shape plant-scale curve taken into 
account, the seventeen industries fall into groups 
follows: 


two, plant-scale economies are very important, 
the sense that the output plant minimum opti- 

mal scale exceeds per cent the designated mar- 
ket output, and unit costs would least moder- 
ately half-optimal scale. 


five, plant economies are moderately important, 
that the output plant minimum optimal scale 

around per cent the designated market 
output and unit costs would moderately half- 
optimal scale. 


six, plant economies are unimportant, either 
because plant minimum optimal scale would 
supply small percentage market output, 
because plant-scale curves are almost flat back 
very small scales. 


four, information does not permit definite classi- 
fication, but two these important scale economies 
may well present. 


The extent the advantage large firms via large plants 
for production variable among concentrated industries; 
there central tendency. 


any event, economies plant scale are not generally 
sufficient explain the existing sizes larger firms 


these industries, they ordinarily have grown scales 
much larger than those minimum optimal plants. Some 
indication this given expressing the average size 
the first four firms each industry multiple 
the estimated size one minimum optimal plant, over- 
looking the shape the plant-scale curve. The number 
minimum optimal plants which firm the average 
size the first four firms could contain is: 


One two four industries. 

Three five six industries. 

Seven nine five industries. 
Twelve seventeen two industries. 


course, the size the single largest firm indus- 
try will general larger multiple the size 
optimal plant, and the fourth firm smaller multiple. 


related question how much deconcentration could 
imposed obtained without sacrificing economies 
large Pursuing purely arithmetical operation 
with the statistics available (and overlooking many es- 
sential details, including the shape plant scale curves) 
the following: thirteen the seventeen indus- 
tries, concentration quite high--from per cent 
the national market controlled the first firms, 
and the modal percentage about per cent For 
such industries the average, deconcentration the top 
firms down optimal one-plant firms would the 
average result: 


significant change top-4 concentration two 
cases. 


halving the concentration (roughly per cent 
the market controlled firms) two more. 


reducing one third one fourth (roughly 


reducing one eighth less (roughly from 
10% the other four. 


Actually, practical deconcentration could not quite this 
far without breaking plants, since, for example, few 
plants the large firms most industries are built 
superoptimal scale. the other hand, flat-plant scale 
curves some cases would permit greater deconcentra- 
tion without much loss. general the numbers calcu- 
lated indicate, possibly with some overstatement, the 
general possibility deconcentration consistent with 
maintaining efficient plants. plant economies were the 
only consideration, very significant decreases concen- 
tration measured for national markets could ob- 
tained without sacrifice efficiency. worthy note, 
however, that about third these thirteen cases, the 
present multiplant development the large firms in- 
volves specialization plants separate regional 
product markets, and that these cases deconcentration 
down one-plant firms would have much smaller (and 
sometimes negligible) impact the effective seller con- 
centration within distinct regional product submarkets 
included within national industries. the other two-thirds 
cases, stronger impact market structure 
affects competition might expected. 


the other four industries, where concentration runs 
lower, with around per cent the market being 
controlled four firms, national concentration could 
reduced around per cent control the four 
largest firms without encountering inefficiencies small 


plant, but each case there regional product seg- 
mentation the market, that the impact concentra- 
tion individual markets would less, though generally 
significant. 


The question now arises whether, given the apparent in- 
sufficiency production economies large plants 
explain existing concentration, there are nevertheless 
economies large, and ordinarily multiplant, firms 
which justify explain this concentration. Here, 
should like distinguish economies production from 
those physical distribution goods, referring the 
former now and reserving distribution economies for 
later discussion. 


According estimates developed, multiplant economies 
production are probably absent negligible most 
the seventeen industries examined, and are present 
though relatively small minority them. Small 
multiplant production economies (around per cent 
cost) were indicated three the seventeen indus- 
tries examined. The economies were held result from 
greater efficiency some all the following: central 
management, accounting and financial departments, legal 
departments, production control, labor relations, 
ment, engineering, and research and development, and 
financing costs. these three cases general the scale 
held necessary for exploitation such economies was 
roughly such justify firm the average size 
the first four the industry, though ordinarily not the 
size the largest firm. these cases, according 
estimates, not much deconcentration could had without 
least some sacrifices productive efficiency. 
seven the industries, the existence perceptible 
production economies multiplant firms was more 
less denied, and these included six industries which 
there actually significant degree multiplant de- 
velopment. Here have unexplained unjustified 
degree concentration which could significantly re- 
duced without imposing inefficiencies production. 
the remaining seven cases, definite estimates 
multiplant production economies were developed, and 
can only speculate how these seven industries 
(most them with distinct multiplant developments 
their large firms) may ultimately classified. 


Our findings multiplant production economies alter 
slightly our previous conclusions the possibilities 
deconcentration without production diseconomies. The 
list industries which much deconcentration would 
raise production costs increased from two five 
industries out seventeen; for seven remaining indus- 
tries, there undemonstrated possibility multi- 
plant economies production. 


Advantages large-scale sales promotion 


For reason that should become clear proceed, 
will consider next advantages large-scale sales pro- 
motion, saving for the last economies scale physical 
distribution. 


sales promotion refer activities designed in- 
crease maintain demand, and costs sales promo- 
tion the costs these activities. center here sales 
promotion costs borne the manufacturing firms, 
directly indirectly, whether not the activities are 
carried out personnel the firms proper. Sales pro- 
motion and its costs tend become important cases 
where the product the industry readily differentiable-- 
and hence practice differentiated--in important 
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degree. appears that this the case about ten 
the seventeen concentrated industries examined. such 
cent sales revenue may regularly spent sales 
promotion, mainly either for advertising for the 
maintenance exclusive distributive outlets which play 
role sales promotion. 


these industries are there systematic advantages 
large-scale sales promotion, such that, increasing the 
scale its promotional activities and the cost thereof, 
the firm will obtain either lower promotional cost per 
unit sales given price, higher price relative 
unit promotional cost, both? Further, what extent 
does the existence such promotional economies ex- 
plain justify the existing scales dominant firms? 


Some relevant empirical observations with respect the 
ten industries are follows: (1) each there are few 
large firms which hold much larger individual market 
shares than the other firms; (2) apparently they main- 
tain these market shares, while obtaining either the same 
higher prices, with sales-promotion expenditure per 
unit sales which gives them either disadvantage 
net advantage per-unit revenue net sales-promo- 
tion cost, compared other firms; (3) thus, they have 
advantages (accompanying and perhaps consequent upon 
large-scale sales promotion) over smaller firms--re- 
flected either larger profitable volume with net 
price disadvantage, or, more frequently, this ac- 
companied net price advantage. Frequently these 
advantages are those the multiplant over the single- 
plant firm, although some cases they involve com- 
parisons between firms with optimal and sub-optimal 
scales plant. 


There are some general institutimal considerations, 
moreover, which suggest the distinct possibility that 
some sense large-scale sales promotion will tend 
more effective. First, may that advertising 

most effectively conducted through national media, and 
that increasing degree saturation these media 
will, point, yield better results per advertising 
dollar. Second, sales promotion frequently facilitated 
the establishment and (if necessary) subsidy retail 
distributive and product-servicing outlets. increasing 
spatial density these outlets over some appropriate 
market area may confer net sales-promotion advantages. 
One both these considerations appear operate 
each the ten industries question. 


But whether not--and what sense--there are 
systematic functional relationships sales-promotion 
outlay sales volume price complicated ques- 
tion both the theoretical and the empirical level. For 
example, there reason suppose theory that if, 
certain assumptions, there are such systematic re- 
lationships, all firms the same industry--old and new, 
large and small--face the same one. Sales promotion 
expenses, they are made historically, probably alter 
consumer preferences such way that subsequent 
expenses other firms will not comparably effective. 
Thus, though encountering advantages large-scale 
sales promotion, small late-comer firms may operate 
inferior functional relationships, such for example, 
that every commonly attained sales volume their unit 
costs sales promotion are higher than those the 
larger established firms. Further, the net relation for 

not easy thing define oligopolistic industries, 
since some sort assumption about the reactions 


rivals increased promotional cost and volume must 
underlie the definition. The only evident net relation 
would ceteris paribus variety, assuming re- 
taliatory reaction rivals. (The invalidity this 
assumption practice might long way explaining 
why small new entrant firms may deterred from 
exploiting economies large-scale sales promotion, 
with other economies scale, reaching for larger 
market shares.) Finally, there the possibility that, 
although the large firms sense enjoy favored pro- 
motional-cost positions because they are already big 
perhaps more fundamentally because they have histori- 
cally secured absolutely preferred positions consumer 
preference patterns, smaller new-entrant firms may 
encounter either economies even diseconomies 
large-scale promotion attempting attain comparable 
size. 


How far does the evidence carry selecting among 
theoretical alternatives, beyond indicating that large 
established firms can typically maintain their dominant 
positions either equal favored terms compared 
small firms concerned with maintaining extending 
their positions? Not very far. But the weight assorted 
evidence tentatively favors the notion that small firms 
would more likely encounter economies rather than 
diseconomies extended sales promotion, only they 
would not thereby induce competitive reactions from their 
large rivals--and this perhaps especially where develop- 
ment large exclusive distribution networks 
strategic phase sales promotion strategy. But re- 
actions would probably induced; and even they were 
not, the smaller firms would probably exploit inferior 
functional relationships promotional costs the re- 
sults thereof. how much the scales large estab- 
lished firms could reduced without raising the costs 
maintaining their reduced market shares--either with 
unchanged outlays rivals because non-price rivalry 
was with lowered concentration--we have 
pertinent information. 


Without theorizing further, let pose two policy- 
oriented questions and attempt answer them the ex- 
tent that our very tentative findings permit: 


(1) Does the existing degree concentration these 
ten product-differentiated industries permit, and 
essential to, lowering sales-promotional 
costs 


Given the history product differentiation, and given the 
continuation unrestricted efforts sellers differ- 
entiate their products, large firms these industries 
have and probably will continue have going promo- 
tional advantage. This advantage sometimes reflected 
lower unit monetary and real costs conducting pro- 
motional efforts; more frequently reflected either 
price premia with the same higher promotional 
costs, larger market shares with equivalent pro- 
motional costs. Some sort virtual social 
apparent the former cases, but not generally 
apparent the latter. 


The really relevant question either event, however, 
what sort change unit promotional costs decon- 
centration involving splitting larger firms would 
entail. assume the continuation unrestricted 
sales promotional efforts after deconcentration, the 
answer that don't know, though increased promo- 
tional costs resulting from diseconomies smaller- 
scale promotion and from increased non-price rivalry 
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are distinct possibility, and thus hazard. 


were assume fundamental and effective attack 
the bases existing product-preference 
large-scale national advertising and distributive integra- 
tion quasi-integration--then lower promotional costs 
might had either with without deconcentration; but 
deconcentration probably wouldn't raise promotional 
costs much. Further, market forces alone might then 
induce deconcentration. With unrestricted promotional 
effort, present, the pattern promotional advan- 
tages large firms supports and perpetuates high con- 
centration, even the face substantial growth 
markets; this probably would not important 
degree the bases product differentiation were altered. 
effective and economical deconcentration policy would 
probably require some fundamental attack the basis 

contemporary product differentiation and sales promo- 
tion. 


(2) the current exploitation apparent advantages 
large-scale sales promotion essential the 
realization economies large-scale production? 
That is, would lower concentration, perhaps induced 
competition the absence these advantages, 
give firms inefficiently small scale from the 
standpoint production? This old chestnut, 
somewhat bruised careless handling. Among the 
handlers are those who have concluded that, because 
abstract theory very large scale sales promotion 
some point could essential exploiting 
large-scale production economies, therefore 
fact was, even the point justifying existing 
degrees concentration highly concentrated, 
product-differentiated industries. 


For one answer this question, sufficient refer 
findings the extent production economies. 
eight the ten industries question, the average size 
the first four firms (all involving multiplant scales) 
substantially greater than would required exploit all 
evident production economies large plant multi- 
plant firm. Therefore, deconcentration consequent upon 
inability exploit effectively advantages large- 
scale sales promotion could proceed significant 
distance without making production less efficient than 
is. Advantages large-scale promotion and related 
phenomena have enabled the dominant firms these 
industries become the average good deal bigger 
than productive efficiency probably requires. Whether 
not particular revision the opportunities for product 
promotion would tend lead too much deconcentration 
cannot answered simple terms; would depend 
the nature the revision, and effects which are 
not realistically predictable. 


two the ten industries, both with large optimal plant 
scales from the standpoint production, any substantial 
deconcentration would probably impose diseconomies 
production: and quite possible that the exploitation 
existing promotional economies facilitates the mainte- 
nance efficient degree concentration production 
these cases, any partial tampering with the bases 
sales promotion could have adverse results. general 

not consistent with the facts paint all industry with 
one brush. 


For another answer, reasonably clear that with the 
substantial elimination product differentiation and 
sales promotion, there would exceptional intrinsic 


barriers, within competitive processes, the attainment 
efficient degree concentration production. This 
can demonstrated theory; that works out fact 
suggested the finding that, the seven industries 
our sample which product differentiation slight 
negligible importance, the incidence inefficient 
plant and firm scales the average proportionally 
about the same the industries with strong product 
differentiation. conceivable, course, that 
might discover impose some peculiar pattern 
restricted product differentiation which conduced pro- 
ductive inefficiency. 


Advantages large-scale distribution 


Have advantages the large firm been fully covered? 
have reserved one the large 
firm physical distribution, including outshipment 
freight costs, handling, order taking and filling, storage, 
administration distribution functions, and other ad- 
vantages. large firms have such advantages? And 
such advantages extend that firm can realize 
them more fully growing size greater than that 

one plant minimum optimal size from the standpoint 


general appears that there are three main sorts 
physical distribution economies. One might referred 
central distribution economies, reflecting primarily 
economies realized conducting larger distribution 
operation from single plant. These will reflect 
economies mass bulk transactions, handling, 
shipping, and forth, from the plant, offset some de- 
gree diseconomies rising average costs outship- 
ment freight volume expands and more distant cus- 
tomers are reached. They will result some distri- 
butional optimum scale for the plant. conceivable, 
though not necessary, that these central distribution 
economies the plant will reinforced further 
central economies the multiplant firm, resulting 
the main from more efficient administration central 
distribution functions plants. 


second economy might referred modal distri- 
bution economies, realized the performance distri- 
bution functions and through particular geographical 
nodes--such recognized wholesaling and retailing 
centers--throughout the country. These economies are 
roughly those mass bulk the volume passing 
through any node. 


The third sort economy potentially encountered only 
two more distribution nodes must for some reason 
reached the single firm, and the shipping cost 
the product significant. economy the scale 
firm reflecting reduction outshipment freight 
costs individual nodes which must reached, through 
multiplant development involving regional dispersion 
plants. How important each these economies 


attempt answer this question, find that the 
industries our sample fall into two groups. the first 
group about eight industries generally true (a) 
either that product differentiation unimportant that 
sales promotion effort effectively conducted local 
regional basis, that national sales promotion does 
not confer significant advantages; and (b) that the firm 

able without sales promotion disadvantage concen- 
trate its distribution single region. these cases 
neither modal economies nor multiplant freight economies 
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are likely critical. The firms need use 
greater number nodes than are required for volume 
exploit the central distribution economies one plant 
(plus possible multiplant central distribution economies); 
nodal economies will increase scale requirements only 

they require single relevant nodes larger scales 
than central plant economies distribution do. 


the eight industries question, the evidence roughly 
and generally (a) that relevant single-node economies 
not require larger scales than central plant economies 
do; (b) that multiplant central economies distribution 
are not significant; (c) that the central distribution 
economies plants are thus critical strategic, the 
optimal scales for distribution not exceeding those deter- 
mined central plant economies; and (d) that the distri- 
bution optima for plants are not greater than the pro- 
duction optima, that scale and concentration require- 
ments are not increased the incidence economies 
distribution. these industries, that is, one-plant firms 
would tend efficient both production and distri- 
bution, except far multiplant economies pro- 
duction were encountered. 


This not deny that many the firms these indus- 
tries have multiplant organization, and make multi- 
node and even nationwide distribution economical being 
organized. The point that this multinode distribution 
pretty much optional from the standpoint either 
evident distribution economies evident sales pro- 
motional advantages, that production-economy require- 
ments rather fully specify what scales are needed for 
efficiency any sense. 


There second group about eight industries, how- 
ever, which the preceding observations not generally 
apply. these industries, product differentiation and 
sales promotion are important, and addition promotional 
effectiveness generally appears require nationwide 
promotion, generally through advertising via national 
media, and also some cases through nationwide distri- 
butive and servicing outlets. The firm substantial 
and often overwhelming disadvantage attempts 
promote sales locally regionally; thus generally 
operates sales-promotion function presupposing 
nationwide promotional effort. this so, the firm 
must general match its nationwide promotional effort 
with multinode distribution over wide area, dispersing 
its output among many nodes. And that so, both 
nodal economies and multiplant freight economies 
reaching many nodes definitely affect the determination 
the most efficient scale and organization the firm. 
For maximum efficiency (presupposing multinodal 
nationwide distribution) the firm requires something like 
total scale for production least equal the aggregate 
the minimum optimal scales for distribution all 
nodes reached. addition, requires such geo- 
graphical dispersion plants will minimize total out- 
shipment freight plus production costs, when distances, 
unit-freight costs per unit distance, and production 
economies the plant are taken into account. Total 
scale requirements may exceed the sum nodal optima 
freight costs are important and production economies 
individual plants require large scales. Given these 
requirements, conceivable that the optimal scale 
the firm, from the standpoint production plus distri- 
bution economies, could quite large and could sub- 
Stantially exceed the optimal scale for production alone. 
great deal depends, course, the extent nodal 


economies distribution and the importance freight 


The evidence the importance such scale economies 
conducting nationwide distribution far from complete. 
Briefly, existing multiplant scales large firms are ex- 
pressly justified the basis distribution economies 
estimates for two the eight industries involved, and 
four others the accumulated evidence suggests that such 
economies are probably present degree such 
justify least considerable excess firm scale over 
that single plant which optimal for purposes pro- 
duction. But none these cases can state definitely 
whether larger scales than attained would still more 
efficient, whether somewhat smaller scales would 
just efficient. Both possibilities are open. the re- 
maining two industries involved, multinodal distribution 
economies enter, but the apparent optimal scales for 
distribution not much exceed the rather large optimal 
plant scales for production. 


Over-all, appears possible that there important 
category concentrated industries--those selling 
highly differentiated consumer goods situations where 
nationwide sales promotion the superior alternative 
the firms--in which distributional economies in- 
creased firm scale sense justify much larger scales 
firm and higher degrees concentration than pro- 
duction economies alone would. They may, that sense, 
justify somewhat less, much, even more concentra- 
tion than have present. 


is, however, very special sense which they 
that is, subject the condition that there will un- 
restricted sales promotion activity, and that firms 
these industries will generally find advantageous 
pursue nationwide sales promotion policies. con- 
cede this, then distributional economies probably tend 
justify much larger scales than production economies do. 
Moreover, intensive exploitation advantages large- 
scale sales promotion may then held conducive 
the realization physical distributive efficiency. 
not concede it, and suppose the alternative either 
localities, then the order distributional economies 

just discussed dwindles importance toward vanishing 
point, and our earlier conclusions about the concentration 
requirements for efficiency would probably not 
seriously altered. 


Let now return our main policy question. All things 
considered, could substantial deconcentration con- 
centrated industries consistent with over-all economy 
production, distribution, and sales promotion? Con- 
sidering production economies alone, conclude that 
very much deconcentration might interfere with pro- 
duction economies (plant multiplant) five seven- 
teen industries, but that the others significant decon- 
centration without inducing productive inefficiency was 
either possibly probably feasible. these other twelve 
industries, would appear that, six more industries 
selling nationally distributed consumer goods, distri- 
butive economies very large firms may well justify 
existing concentration and existing multiplant scales 
long unrestricted nationwide sales promotion pre- 
supposed. these industries, moreover, the large firms 
have superior efficiency promotion. five the re- 
maining six industries (omitting one for lack certain 
data), deconcentration might proceed considerable 
distance without impairing either productive distri- 
butive efficiency, and nearly all cases without much 
impairing sales promotion. 


There thus sphere within concentrated industries (in 


our sample little less than third the industries 
examined) which considerable deconcentration could 
probably imposed with impunity, efficiency the 
concern. There another sphere, again little less 
than third industries our sample, where production 
economies would probably least somewhat impaired 
any significant degree deconcentration (and some 
cases distributional and sales promotional economies 
also). There yet third sphere (in our sample over 
third the industries examined) which the inter- 
section the exploitation nationwide sales promotion 
opportunities and economies scale nationwide 
distribution confer lower 
costs very large firms, and which deconcentration 
might well uneconomical operation unless the in- 


stitutional bases sales promotion were seriously and 
directly altered. Deconcentration per this area 
would questionable operation; deconcentration to- 
gether with alterations the bases product differenti- 
ation and sales promotion would, feasible and desired, 
probably economical. 


Various policy suggestions have been implied stated 
have discussed the issues involved. the interest 
brevity offer only one summary statement and one 
policy conclusion. The character and incidence ad- 
vantages scale complicated, and variegated 
among concentrated industries. Pending development 
regulatory law not yet attained, deconcentration 
measures ought highly selective, and perhaps hand- 
tailored. 
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THE FIRM'S MARKETING ORGANIZATION-- 
TIME FOR CHANGE 


John Sargent 
Cresap, McCormick Paget 


Sproul 
Westinghouse Electric Corporation 


Nunn 
American Telephone Telegraph Co. 


Mr. Sargent 


The subject, "Key Principles Good Marketing Manage- 
ment," the topic going cover. will probably 
evoke less interest the over-all subject than that 
material which will presented later Messrs. Sproul 
and Nunn. Principles are often felt the area 
theory and philosophy, whereas practice real and 
down-to-earth. 


However, consultant who did enter the ranks after 
working directly both line and staff marketing opera- 
tions, developed very healthy respect for principles 
business organization and management. wasn't that 
was completely unprincipled before; but constant ex- 
posure all kinds firms, large and small, healthy and 
unhealthy, consultant inevitably sees demonstrated the 
fact that there are certain major common denominators, 
certain basic principles that contribute substantially 
business success. 


preparing this talk, have attempted summarize 
some the practical and tested principles marketing 
organization that encounter and apply almost daily. 
They are timeless and basic satisfactory busi- 
ness organization are the laws physics the world 
around us. 


considering whether not this may time for 
change your marketing organization, these principles 
can provide some basic check points yardsticks against 
which measure the fundamental soundness your 
present organizational structure. 


The word "organization" has widely differing interpreta- 
tions. has definitions that run half page busi- 
ness textbooks. However, the briefest definition have 
ever run across also seems the best: 


Organization the division labor among people 
achieve given objective. 


It's hard see how the definition word with such 
complex ramifications could made much simpler. 


All principles organization seem relate this basic 
concept. Think two men moving heavy table from one 
room the next. Decisions must made with respect 

which end the table each one will carry and who will 


first. There must division labor achieve the 
objective. 


take the example the Army World War II, 
where the objective winning the war was divided into 


tasks among million people. 


much for our definition. business today the word 
almost always brings visions organization chart, 
with boxes and lines neatly and symmetrically arranged. 
All too often isn't realized that organization charts 

are very much like flow diagram chemical process. 
tremendous amount research work, thinking, 
analyzing, and planning must done, with certain key 
principles mind, before the chart can drawn. Be- 
cause concentrating today the factors behind the 
chart, I'm not attempting use any illustrations 
connection with remarks. 


make statement that the company's marketing 
operations are more susceptible change than certain 
other types operations and that therefore its marketing 
organization should scrutinized regularly and carefully 
for possible improvements, I'm probably opening myself 
good argument. Certainly manufacturing, fi- 
nancial, research, and other key organizational segments 
are subject change, and also should studied from 
time time--along with the top management structure. 
However, important remember that marketing 
the only part the business wherein there mass 
exposure company personnel broad scale the 
outside world. Through these personnel are exposed not 
only the company's products, but also its philosophies, 
its management practices, and its organization. 


have encountered many top business executives who 
think that the sales personrel merely discuss products 
with customers and prospects. They feel that, while 
things may something organizational mess 
back headquarters, the salesmen and branch managers 
are good fellows and are covering with the customers 
and mainly plugging the company's products. Anyway, the 
sales crew are bunch extroverts and really don't 
worry too much about things such organization. 


Needless say, that's great hokum. Maybe the sales 
force will cover for short time, but even with the 
best intentions can't cover too long. Purchasing 
agents who interview and see salesmen and get know 
them rather well soon develop intimate knowledge 
the kind companies the men work for. there any 
doubt your mind, just try interviewing desk basis 

representative cross-section the sales force any 
company. Let's say you talk somewhere between 
and percent the field sales personnel, depending 
the size the organization and its geographical dispersal. 
have yet see fail that the conclusion such 
interviews not only will you know quite thoroughly what 
kind marketing organization and marketing management 
the company has, but usually you will also have very good 


picture what kind general management the company 
has. 


Aside from this mass exposure aspect, there another 
reason why the marketing sales organization may 
worthy scrutiny, especially old line companies where 
departmental organization may have been completely 
delegated the department head. the very nature 
the function, personnel were--and many cases 
still are--expected primarily doers, rather than 
planners. They are extroverts; they are optimistic; 

they are good contact men. Certainly times past they 
were not expected organizational analysts. 


Moreover, while find prima donnas almost any place 
the company organization, from first-hand experience 
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have found more than proportionate share the 
sales marketing department. result, sometimes 
see sales marketing departments developed--or 
the peculiar philosophies 
the key personnel. 


And sure you will recognize that this not, any 
sense, blanket criticism marketing sales managers 
organizers, because there are many companies 
which they represent fine balance between the planner 
and the doer types, and are admirably suited carry 
through outstanding job marketing organization. 
However, generally speaking, this problem still en- 
countered frequently enough deserving mention 

the outset. 


What are the principles that determine for any given 
company what the form should and how the marketing 
organization mechanism should work? 


have developed for our own guidance thirteen key 
principles organization planning. The thirteen prin- 
ciples can grouped classified under three headings 
which can termed the essentials good organization. 


Essential No. There must thorough definition 
company marketing objectives. There one key prin- 
ciple underlying this essential. 


Essential No. There must full and careful spelling 
out individual and group responsibilities and authori- 
ties. There are six key principles underlying this 
essential. 


Essential No. There must clear defining re- 
porting relationships--that is, the chain command. 
There are also six key principles underlying this 
essential. 


the term suggests, all three these underlying prin- 
ciples are really essential developing effective 
organization plan. often felt that the company 
has organization chart--which should the result 
following through the third essential, the defining re- 
porting relationships--it satisfactorily organized. 
Actually, not possible the best job drawing 
organization chart until the first and second essentials 
are also thoroughly carried through. 


Here are these three essentials and their underlying 
principles more detail: 


the first essential, defining company marketing ob- 
jectives, the key principle that every marketing or- 
ganization principal element should have clearly 
understood objectives. Organization reflection 
requirements. plan organization cannot soundly 
conceived unless results from clear-cut conception 
the purposes for which the organization exists. 


The attempt design marketing organization without 
such knowledge comparable the attempt design 
chemical plant without knowledge the purposes for 
which exists, the requirements involved terms 
production rates, the condition the end product 
desired. Unless the objectives are carefully examined 
and defined, plan organization may set meet 
current needs the business and yet overlook long- 
range opportunities which might place entirely dif- 
ferent complexion the organizational requirements. 


our consulting work are continually astonished 
the lack clarity uniformity find among company 
executives concerning the objectives their business. 
very large number cases generally stated 
that our objectives are not writing, everyone 
the organization recognizes what the objectives and 
the goals are." 


Following this ask each executive for written state- 
ment expressing his own understanding what the 
company objectives are, and his recommendations 
what they should be. 


reviewing these statements, often find widely dif- 
fering viewpoints. Some executives may 180 degrees 
out phase with others, despite the fact that everyone 

supposed the same team, pulling for common 
goal. 


have just completed engagement which this same 
approach was used with excellent results. First the 
president wrote his recommended company objectives 

specific terms each eight areas: 


The general classes future business develop. 


dollar business volume target for five 
years hence. 


Specific avenues for further diversification the 
business. 


goal with respect the company's national 
reputation and standing. 


Specific classes customers develop. 


The kind company organization develop 
terms functions and proficiency. 


goal with respect the building capital. 
Net profit goals for each major activity. 


Statements, essential facts, and questions about these 
objectives were presented each principal member 
the firm. you may well imagine there was certain 
amount skepticism the outset the practicality 
such exercise. However, everybody plunged 
each the eight objectives, and the end the time 
was quite amazing what change heart there appeared 
be. 


The end result was composite specific goals which 
have provided more clarity the company's existence 
and future growth than had prevailed all its previous 
years. The single most important consequence has been 
that the company's revised organization rests solid 
foundation clearly stated and agreed-on purposes that 
this organization accomplish. 


Essential No. defining individual and group responsi- 
bilities and authorities, consists six principles. 


Principle The duties and responsibilities all mem- 
bers the organization should clearly defined. 
actual practice find that one the key deficiencies 
organization the failure assign responsibilities, even 
those major executives, specific and definite form. 
many cases responsibilities are assigned rather 
vague basis, including descriptions functions which 
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involve really more than just job titles. 


Failure define responsibility leads all sorts 
problems. The individual may not know exactly what his 
superiors expect him, and his superiors may assume 
that certain activities are being covered which are not. 


well-developed organizational manual the most 
practical way assuring that the company's organization 
well defined, and that the responsibilities all con- 
cerned are understood both themselves and others. 
there company organizational manual, the mar- 
keting manager might well develop one for his own de- 
partmental use. 


Principle No. Authority should clearly defined and 
should commensurate with assigned duties and respon- 
sibilities. 


almost goes without saying that responsibilities are 
defined and allocated without the clear defining and allo- 
cation commensurate authority carry out the duties, 
will lead either delay or/frustration within the organi- 
zation, lack top management control over the 
business. 


Lack clarification authority often leads what 
authority. Aggressive ambitions individuals without 
clear description their authority are likely take 
actions which should not taken without reference 
management. Conversely, cautious conservant indi- 
viduals may tend refer matters even routine nature 
top management for approval--and this slows the 
work the organization and burdens top management. 


Principle No. Every function essential the given 
objectives should represented the organization. 


It's not unusual even relatively well-organized com- 
panies find that certain functions important the 
basic objectives the enterprise are missing. de- 
fining new plan organization reviewing 
existing plan, careful check should made assure 
that every activity required support the objectives 
the business represented the plan organization. 


For example, despite the advanced stage the art and 
the general knowledge marketing research, still 
encounter companies, some them highly competitive 
types business, where the marketing research function 
just has not been recognized being important the 
business. 


Principle Authority act should delegated the 
lowest practical organizational level. 


There's natural tendency the part individuals 
retain much authority possible connection with 
activities their subordinates. This traceable 
number human traits, the most important which 
for superior executive feel that subordinate not 
equipped exercise authority properly, and that 
not able exhibit the executive's quality judgment. 
Accordingly, one the most common problems or- 
ganization the executive whom subordinates must 
bring practically all matters for specific approval. 


While, course, essential that superior executive 
control over subordinates exercised all management 
levels, this can achieved without the delay-producing 


practice requiring extensive, specific approvals 
every individual action. Satisfactory managerial super- 
vision can achieved the company has clear-cut 
statement its policies, good organizational manual, 
and effective control system. With these three basic 
management tools possible and safe delegate 
authority planned basis rather freely throughout the 
organization. subordinate personnel are familiar with 
the company's policies and with description their 
own duties, responsibilities, and authority; and they 
are subject budgetary controls and other controls, they 
are position make decisions which are not in- 
consistent with the company's objectives. 


Principle Management should freed from burden- 
some detail. 


The role marketing management plan for the 
development the business, consider policy matters, 
exercise broad direction, supervision, and control over 
performance, assure that marketing operations are 
properly organized, and that there are competent per- 
sonnel the principal positions. Except the smallest 
companies, not the role management deal with 
the details the company's operations, support 
weak executives assuming partial share their 
burdens. 


Marketing management will free exercise its prin- 
cipal function only the operation properly organized. 
Unless every function essential marketing objectives 
the company represented the organizational 
manual, the manager will burdened with these responsi- 
bilities; the manager will harassed some extent 
confusion unless the duties and responsibilities all 
members the organization are clearly defined; 
unless authority defined and delegated, many matters 
with which should not normally bothered will 
referred the manager. 


Principle Duplicating, overlapping, and conflicting 
functions should eliminated. 


Obvious this point is, quite common find such 
conditions many organizations today, especially 
large-scale organizations. the making organiza- 
tion study, once the preliminary defining functions 
accomplished, this principle requires careful analysis 

the interrelationship function and groups functions. 


one large company found three different individuals 
keeping separate sales records. one case the reason 
was that the product manager didn't know what records 
were available. the second case the key individual felt 
the existing records were inadequate for his needs, and 
the third case the department head didn't trust the avail- 
able data. There tremendous amount this and 
similar types waste effort many big organizations 
today. 


The third essential element sound organizational 
planning the defining reporting relationships, the end 
result which usually organization chart. There 
are six principles which should observed this area. 


Principle Each person should know whom reports 
and who reports him. 


It's just simple sounds, but it's fairly common 
occurrence the organization even well-managed com- 
panies find certain amount misunderstanding this 


point. Sometimes there difference opinion between 
superior and subordinate the line authority 
and responsibility. often found that subordinates 
believe they report more than one person. 


Furthermore, there tendency confuse reporting 
lines with procedural flow lines. Some subordinates feel 
that because they submit reports other persons, they 
are working for them, failing realize that the pro- 
cedural flow within the organization should not con- 
fused with the organizational relationships, which involve 
authority and responsibility. clear-cut and detailed 
chart organization the most practical means 
clearing misunderstandings this type. 


Principle person should report more than one 
supervisor. 


This principle frequently violated both large and 
small organizations. should pointed out that this 
refers solely line relationships, and not staff re- 
lationships. 


Principle excessive number persons should not 
report directly any one supervisor. 


There flat rule about the number people 
supervised one person. some cases may 
impractical for supervisor direct more than three 
people; and other cases possible for him 
supervise many thirty. The guiding factor 
making such determination the difficulty the type 
supervision involved. individuals are engaged 
routine types work, possible extend the span 
control include substantial number. the other 
hand, highly technical marketing operation consisting 
specialists engaged complex and difficult assign- 
ments, may not possible direct the activities 
more than three four subordinates. 


measuring the supervisory load executive, con- 
sideration should given the number staff as- 
sistants with which provided. Normally not 
correct count the number staff assistants the 
supervisor and add them the subordinate line execu- 
tives reporting him determining his supervisory 
load. Actually, the should be, assistance 
the executive supervising the line elements for which 
responsible, rather than constituting itself 
additional supervisory burden. 


true that the staff must coordinated, but this 
burden not commensurate with the relief which pro- 
vided the existence staff supervising line 
elements. 


Principle Related functions should grouped; unre- 
lated functions should separated. 


Failure group related functions creates the need for 
high degree coordination, which would automatically 
achieved the functions were properly grouped. 
certain types functions are split among several execu- 
tives, there one under the manager who concerned 
with the development full-fledged program with res- 
pect that entire function. 


addition, the grouping combining unrelated 
functions creates diffusion efforts the part sub- 
ordinate executives. Through being assigned unrelated 
activities, they are hampered the diversity their 


supervisory tasks and lose the benefits specialization 
and the intensity effort that developed their job 
more homogeneous. 


Principle Overelaborate organization should 
avoided. 


applying the principles organization always 
possible evolve plan organization which com- 
plete and sound, but which may excessively expensive. 
Every organization plan must evaluated carefully 
the light the size the company and its financial 
abilities. excessive expense involved, the plan 
should modified consolidation and possible elimi- 
nation some activities that may not immediately 
essential the success the enterprise. 


Principle Consistent patterns organization should 
used all levels. 


Many organizations, and most large ones, subdivide their 
activities into several elements product regional 
basis. these elements are performing the same 
closely similar groups activities, they should or- 
ganized similarily, unless there strong reason not 
so. 


Uniformity organization possesses three strong advan- 
tages: simpler; top staff supervision the sub- 
ordinate elements made easier; uniformity or- 
ganization assists the development executive per- 
sonnel. 


Moreover, facilitates the interchange personnel 
without difficult transitions. 


These are the thirteen key principles practical or- 
ganization planning, grouped into three essential areas. 
believe they are all quite basic, and they are all rela- 
tively clear-cut. Unfortunately, there are some other 
aspects organization planning that are not quite 
clear-cut--ones which the principles cannot de- 
fined readily, and ones which judgment and ex- 
perience can play extremely important part. 


The first these additional areas the problem per- 
sonnel. discussing organization the question always 
comes whether organizations should planned ac- 
cording the peculiarities individuals given com- 
pany, whether the plan should made irrespective 
individual characteristics and the individuals made fit 


the plan. 


Actually, impractical and unrealistic either 
rigidly. The best course compromise between the 
two, but always with the ideal mind. 


this connection would like quote from English 
author, Urwick, whose book, The Elements Administra- 
tion, treats the subject very practically, and with touch 
English humor: 


"If the organization planner has not got clean sheet, 
that earthly reason why should not make the 
slight effort imagination required assume that 
has clean sheet. not impossible forget 
provisionally the personal facts--that old Brown ad- 
mirably methodical but wanting initiative, that young 
Smith got into mess with Robinson's wife, and that 
the two men must kept opposite ends the 
building, that Jones one those creatures who can 
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think like wrangler about other people's duties but 
given periodic amnesia about certain aspects 
his own, 


should never for moment pretend that these 
difficulties don't exist. They exist. They are 
realities. Nor when has drawn ideal plan 
organization likely that will able fit 
all the existing human material perfectly. There 
will small adjustments the job the man all 
kinds directions. But those adjustments can 
made without harm, provided they are conscious ad- 
justments, deliberate and temporary mediations from 
pattern order deal with idiosyncracies. There 
world difference between such modifications 
and drifting into unworkable organization because 
Green has fancy for combining bits two incom- 
patible functions, White building"--a 
technical term describing smash-and-grab raids 
other people's responsibilities--or Black has looked 
after the canteen, when promoted sales 
manager might just well continue sell buns 
internally, though the main product the business 


What suggested that problems organization 
should handled the right order. Personal ad- 
justments must made, insofar they are nec- 
essary. But fewer them will necessary and 
they will present fewer deviations from what logi- 
cal and simple, the organizer first makes plan, 
design, which would work had the ideal 
human material. should expect driven from 
here and there. But will driven from far 
less and his machinery will work much more 
smoothly starts with plan. starts with 

motley collection human oddities and tries 
organize fit them all in, thinking first their 
various shapes and sizes and colors, may have 
patchwork quilt; will not have organization." 


think Mr. Urwick expresses the philosophy here the 
question personality versus organization quite well. 
There much thinking and good judgment required 
determine just how much deviation from ideal organiza- 
tion can made allow for special personnel problems. 


heard length conversations the subject which 
more important, good organization good personnel. 
company can get along rather well for time with 
deficiency either area. have seen small companies 
surprising things under brilliant leader with practi- 
cally organization all. There are larger companies 
that are well organized but that have only mediocre per- 
sonnel the key spots. 


However, you companies over term 
years clearly shows that major long-term success re- 
quires strength both areas. 


Next these less well defined areas organization 
planning the matter the use committezs. Com- 
mittees have often been criticized symptomatic poor 
true that committee should not 
assigned administrative, supervisory, executive 
role. cannot supplant executive function. However, 
can properly fulfill the functions adjudi- 
cating issues making decisions where problems can 
best resolved those who represent several functions 
the business and therefore several points view. 


" 


short, committees should brought into being only 
when there need obtain the coordinated best judgment 
certain group. 


Finally, there the matter the access subordinates 
executives whom they not report directly. 


One the criticisms often directed clear-cut plan 

based the belief that the following channels puts 
everyone strait jacket, that makes impossible 
for people down the line have personal contact with 
executives, and that similarly prevents executives from 
intimate knowledge gained through conversations lower 
levels. Naturally, good organization should not preclude 
this type contact. any organization the principle 
direct access one member the organization any 
other member essential healthy personnel relations 
and the management the enterprise. There should 
free interchange ideas and information throughout 
the organization, and individuals should deal with one 
another regardless echelon function. The only pro- 
tective rule should that instructions and orders should 
strictly follow organizational channels. 


There one other matter relating the approach 
marketing organization planning that I'd like touch on-- 
the grass-roots approach. 


Obviously, type organizational approach should 
done from ivory tower. must based intimate, 
first-hand knowledge facts related the many prin- 
ciples have discussed--and then some. Especially 
the marketing area, management must not plan the or- 
ganization entirely from its own point view. must 
apply grass-roots approach, terms the needs 
the market for selling, promotion, warehouse stocks, 
customer service, and forth. 


Time and time again have seen plans set through 
the shuffling around boxes and drawing lines head- 
quarters without really examining the company's market- 
ing needs from the standpoint customers, dealers, and 
distributors. may result the fact that manage- 
ment wants plan that convenient and easy ad- 
minister. may result penuriousness over- 
cautiousness. may caused oversimplifying 
regards the marketing job done--or just plain 
stupidity. 


But whatever the cause, the plan good doesn't 
bridge the gap between the way management would like 
organize from its own standpoint and the way the market 
marketing job. Because lack this grass-roots 
approach frequently see marketing operations that are 
seriously out tune with the opportunities presented 
the market. 


this discussion principles marketing organization, 
have attempted cover five things: first, the defining 

what meant organization; second, the reasons why 
good marketing organization especially important; third, 
the three essentials and the thirteen underlying principles 
organization planning; fourth, the philosophy behind 
certain elements organizational planning that cannot 
specifically defined the thirteen principles; and 
finally, the importance grass-roots approach mar- 
keting organization planning. 


The subject organization and organizational planning 
interesting itself--and has come represent almost 


full-time career for some individuals who serve 
management consultants. However, more and more, 
skills this area are becoming important individuals 
who have aspirations holding down positions major 
business responsibility. 


Specialized marketing sales knowledge alone not 
enough this time constantly advancing complexity 
business and industry. Those who aim fill top execu- 
tive slots should develop thorough knowledge organi- 
zational planning and management techniques. For such 
individuals the opportunities this country today are 
greater than ever before its history. 


Mr. Sproul 


Not long ago saw friend mine from Virginia who 

told about his son who back November came New 
York for his first trip the big city. got into 
Automat, got two dollars worth nickels, and started 
down the line, and just piled his tray with everything 
could get it. Finally the attendant said, "Hey, bub, 
you'd better sit down and eat what you have got and see 
you want what you are 


The boy said, "What? Stop when I'm winning?" 


But this subject very timely today, whether time 
for change. may getting things with our market- 
ing organizations that don't need. may getting 
little bit more than want, and not getting some the 
things that need. 


(Chart) Marketing know today only about 
years old. That factor has several implications. 

means that new science; it's still developing; 
and many the best ideas how organize are still 
invented, tried out, and accepted. this situation, 
the development and maintenance effective marketing 


quo-ism going wreck many companies that today are 
seemingly very strong. Somewhere between these two 
courses action there practical course take, but 
again don't want get like the Georgia farmer who 
never painted his house because was po' paint, 
and too proud whitewash." 


want explore with you today commonsense approach 
the problem developing effective industrial 
marketing organization. 


(Chart) Our first step will recognize and ac- 
knowledge the characteristics industrial market. 
Although generalizations too often are too broad, there 
are many characteristics that industrial markets have 
common. 


First, the customers are always influenced hard 
economic facts. They are not bothered about fashions 
promotion, keeping with the Joneses. 


Second, the success potential industrial customer 

may dependent how quickly capitalizes your 
new product with its promise new savings for him. 

Yes, the buyers industrial products are anxious know 
what's new and what's going help him make more money. 


Third, the value industrial product can measured 
quickly. not necessary, usually the case with 
consumer products, that the product tried out ina 
thousand different homes each four principal cities 
order know whether it's good not. 


Fourth, the market demand for industrial product 
very easy determine. The potential value product 
direct relationship its economic value and the 
size the industry that can use it. 


Fifth, the changes industrial market are continually 
being publicized and lend themselves recognition and 


organization becomes the prime task successful manage- 


ment. evaluation alert and interested observer. 
America's industrial scene constantly changing-- and Sixth, the specific customer for product can identi- 
today faster than ever. new need quickly met fied easily. That means that you can have selective 
new product; and before are aware it, new indus- approach. 
try flourishing. 
And last, the old 80-20 rule applies here just does 

New manufacturing processes and techniques result many other places; percent the potential demand 
increased product availability and lower costs, and this for usually found among only percent 
invariably must followed new marketing techniques, the customers. don't need organization that can 
new marketing organizations, you are going take sell everybody, don't want to. 
advantage those developments. the 
Then let's look the factors that determine the marketing 


organization for specific product specific group 


Things are changing fast that you hardly dare take 
vacation these days; you may way out date when (Chart) 
get back. Today's opportunity growth and profits exists 
solely for the industrial leader who has marketing or- Figuratively, you hold the product one hand and the 
ganization that alert change and that can quickly market the other. Obviously, you need different or- def 
adapt itself fully effective these changes occur. ganization sell locomotives from what you need sell 
small electrical circuit breakers. the 
this situation find ourselves often tempted take qua 
either two courses. the one hand can "go scien- Consider the maturity the product market 
tific." can take literally all the fancy theory If, for example, you were pioneering introduce the first The 
marketing and become hopelessly entangled changes electrical circuit breaker that had ever been built, you 
that our own people don't even understand. would have entirely different type organization from 
what you'd have you had improved circuit breaker met 
The easy alternative that kid ourselves into be- into market where you already had many people 
lieving don't need new approach--just sell harder building circuit breakers. 
than ever, using the old line-up that know well. 
Your organization, course, will also depend the Alo 
Just has the past, this human trait status number customers you have, the normal marketing 800d 
q 
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channels. Should you the market through whole- 
salers, dealers, manufacturer's agents, should you 


The need for field installation service department 

the third check point. our sales, for example, 
selling these large steam turbines are men who not only 
oversee the installation turbine, but who also will 
live the job for months after that insure perfection 
operation. Obviously there place for such people 
except the direct marketing organization the com- 


pany. 


The next thing check the competitive practices 
the industry. Study those that have been most successful. 


And last and most important that service the 
customer. What the most important thing for the cus- 
tomer? product availability? consultation? 
Whatever is, how can this achieved most economi- 


With these and related considerations fully explored, the 
dimensions and objectives marketing organization 
can clearly drawn. 


(Chart) The basic underlying objectives marketing 

organization must clearly defined that each change 
can carefully checked against its contribution that 

objective. specific, what need the most and 
how expect get it? lower marketing costs, 
increased coverage and volume, greater selectivity, in- 

creased flexibility 


This requires admission that sales organization 
cannot all things all men. requires acknowledg- 
ment limits. amazing how often the obvious step 
stating objectives taken for granted, omitted 
entirely from the evaluation marketing organization. 


Even when you have organization established, the prob- 
lem never solved very long. Change threatens the or- 
ganization from many directions, including changes 
product, buying habits customers, new competition, and 
new opportunities--all these things dictate the need for 
changes and improvements the marketing organization 
and its procedures. 


The mark successful organization its willingness 
and ability meet the challenge change effectively. 
For marketing success, the responsibility for recognizing 
the need for change, and doing something about it, must 
clearly assigned and accepted top management. 


(Chart) Management cannot afford wait for some 
obvious and drastic change the market before looking 

its organization. The danger signals indicating possible 
deficiencies should considered whenever they occur. 
There are four places look: sales records, salesmen 
themselves, customer attitude, and home office head- 
quarters. 


The sales records will show answers these questions: 
your share the market being maintained the 
volume demand increases? Are sales loadings being 
met? there noticeable weakness certain types 
areas the market? the marketing expense getting 
out line 


look the salesmen important. their morale 
good? Are they selling the complete line, sticking with 


few favorites? Are they enthusiastic about the support 
they get from the home office? they really know all 
about their products 


The third place look for danger signals the cus- 
tomer. How they feel about the product, the quality, 
performance, and price and service? Are they confident 
that the salesman properly representing them and 
their needs when goes back the factory? What kind 
marketing organization does the customer think you 
ought have serve him? 


The last place look for danger signals your home 
office itself. Here you should look primarily for as- 
surance two-way communication the field and from 
the field, and respect both sides for the content 
that communication. 


Does top management take full cognizance salesmen's 
requests, does discount field reports ordinary 
griping? all departments take enthusiastic interest 
the customers' problems there dissension and 
lack cooperation? there quick reaction inflowing 
information about market changes, particularly competi- 
tive 


Whenever such danger signals point organization prob- 
lems, that the time change. 


(Chart) First, fact-finding job. Forget personalities. 
Look results. Check responsibilities against authority. 
Consider the attitudes, fears, frustrations, motivation and 
flexibility the organization. How are men spending 
their 


Second, analyze the facts gathered, not only determine 
what deficiencies are inherent the organization, but 
track down their basic causes. 


Third, list the general characteristics the specific 
market and all factors that should influence the nature 
the marketing organization for the product. 


Determine the basic marketing objectives the com- 
pany, and then, for moment, forget reality and specify 
all the conditions that should met ideal per- 
fect marketing organization, such were possible. 


Fifth, study the pattern marketing used elsewhere 
industry, looking hard changes made the most 
successful ones under similar conditions. 


And sixth, develop plan which you want recommend 
for the approval management. 


Placing the organizational changes effect can the 
most critical step all. Unless fully understood, 
change resisted individuals and groups. re- 
presents threat that they cannot always evaluate. 


After change, there will period confusion--of 
shakedown. You hope that everyone will weather this 
period difficulty without serious upset concern, but 
you are never Sure. For this reason, care and patience 
must exercised the manner introduction and 
implementation these changes. 


The first thing get the key individuals and 
retrace with them each step that led the adoption 
your plan reorganization. These sessions will help 
them feel that the plan really their plan and their 


idea, and will help gaining their enthusiastic support. 


Second, have group meetings that you can bring 
understanding the change the entire organization, 
and thus minimize the wild and frightened speculations 
what taking place. With the attainment under- 
standing and support, nothing should delay putting the 
plan into effect once. 


After suitable interval, the progress the changes 
should reviewed sure that they are properly 
executed and the desired results obtained. 


have now discussed industrial marketing from these 
viewpoints: the characteristics industrial marketing; 
the factors that determine the nature marketing or- 
ganization for specific product line; the determination 
objectives; danger signals indicating need for 
change; analysis and development plan action; 
and implementation the changes. 


I'd like review the case history the reorganization 
carried out with respect one our product lines whose 
performance was below par any standards. This will 
illustrate how these steps can used the detection 
organizational deficiencies. 


Before the reorganization, product shall call it, 
was sold our general line apparatus salesmen because 
its customers were the same industrial group that ac- 
counted for the bulk the apparatus sales. However, 
this product was not negotiated, engineered, used 
conjunction with major electrical equipment with other 
products handled the Apparatus Department. 


(Chart) Here chart that illustrates the situation. 
Notice that Product Department was part large 
division making product The sale product was 
made through the Apparatus Sales Department the 
general line sales organization. The product sales 
manager worked through the regional sales manager, 
district branch managers, the general line salesmen, 
and the customer. The product specialist reported 
the branch manager for direction his customer con- 
tacts with the salesmen. 


Well aware the fact that something was wrong this 
setup, found the danger signals organization de- 
ficiencies all too apparent. First, the sales records: 
distribution expenses were over percent the total 
sales value. 


found, too, that our already inadequate share the 
market was static--no matter how much extra promotion 
sales effort put into it. 


The second danger signal came from the sales force. The 
apparatus salesmen didn't have time become experts 
this line. The bulk their sales were products that 
were unrelated; and many the salesmen had few cus- 
tomers who were buying this particular product. The 
customers found they could get quicker service and re- 
cognition their needs from single line manufacturers 
who specialized this product; obviously they placed 
their purchases accordingly. 


With these danger signals flying, went work un- 
cover all pertinent facts, matter how embarrassing 
might some who were responsible for these 
deficiencies. found that the general line salesmen 
were already overloaded with too many products. These 


salesmen had 150 different product lines sell, and they 
had neither the time nor the inclination all out 
product 


The field sales supervisors and managers the Apparatus 
Sales Department could not afford spend the necessary 
time sales training supervisory effort this line. 
This product represented too small proportion their 
sales. 


you can readily see from this chart that the lines 
communication were really clogged. Too many people 
who could nothing about the situation were the line 
communications. The reports from the field were only 
half believed, and action was taken was generally 
late. sure you have heard this, and this what 
heard from our people this particular product: 


The factory people claimed "There's nothing wrong with 
this product that little decent selling won't The 
apparatus sales people, the other hand, said "If 
ever get decent service from the factory, all our 
troubles product will over, and we'll sell lot 
it." 


These and other basic facts were then analyzed and 
studied; they compared with competitive situations 
the market. found the competition used only 
specialists salesmen, men who could surpass our 
general salesmen the area general service this 
particular product. 


When had the facts and the analysis, then were 
position develop the basic objective marketing 
organization tailored specifically the needs this 
product. had economical. meet the cus- 
tomer's needs, had have flexibility that went all the 
way back the production line. 


The salesmen should available give service this 
product alone, and should not involved lot other 
things. The salesmen should specialists who could 
handle the specific and technical problems this product 
the spot, without calling for help. 


The responsibility had integrated for over-all sales 
performance, with authority headquarters and the 
field for direct action, order carry out that re- 
sponsibility. 


And last, the marketing organization must have the ability 
meet the competition the single line company 
effectively, and others the industry. 


With these objectives established, were position 
mold our concrete recommendations. Here are the re- 
commendations they were actually presented company 
management: 


Create product division specialty status 
supplant the present department handling product 


Reasons: 

Products are not directly associated sold 
conjunction with major apparatus equipment 
that now handied the general salesman. 


Sixty-eight percent our 1948 sales were made 
through specialty distributors smaller users. 
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leading competitor, having several times 
much volume have, employs specialty 
selling and does percent its business 
direct basis, obviously much lower cost 
distribution. 


(Chart) This slide shows the proposed organization, 
the action carry out the recommendations. You can 
see glance that great amount streamlining closed 
the gap between the customer and the factory. division 
manager was selected for product with headquarters 
staff for sales, customer service, and engineering re- 
porting directly the manager. The new division has 
complete responsibility for marketing this product. 


The need for coordination and marketing direction 
both headquarters and regional sales officers the 
general line sales organization were eliminated. now 
have regional supervisors for this product each the 
divisions, and therefore the former specialists have now 
become the salesmen with direct customer responsibility. 


this case made drastic changes the old or- 
ganization; and the results, I'm glad say, were equally 
drastic. two years our marketing costs dropped from 
about percent the total sales bill about percent. 
Sales records and profit statement both testified that the 
change was order. 


the end two years our share the market the 
desirable products this line had doubled. 


The morale the salesmen has improved. For one 

thing, they are specialists, and they spend full time selling 
the things that they know the most about. The new or- 
ganization means the removal the log jam communi- 
cations. The new division improves its flexibility. 


keep up, our Engineering Department had match 
flexibility and speed the new sales department. En- 
gineers found that for the first time they were close 
enough the day-to-day problems customers 
become team, and they responded accordingly. There 
were some mistakes the first go-round that held back 
even greater results, and those mistakes learned 
another lesson: sure that your changes are complete. 
(Chart) Because the difficulties physical separation 
facilities for this product, left the direct responsi- 
bility for production and manufacturing product 
the hands the big division manager. was soon evident 
that had take another look. 


Our second study indicated that fully effective support 
could come only segregating manufacturing well. 
gave the new division full responsibility for its pro- 
duction and costs, even though had buy many its 
components and some its factory services from the 
large division which was housed. 


(Slide) Now, every operation this product line that 
could segregated was put under the direct control 
the product manager. Manufacturing policies were 
brought into balance with sales and engineering; and 
after the implementation this change, the over-all re- 
sults progress and profit again improved materially. 


sure that your changes are complete. The results ob- 
tained the best marketing organization will dis- 
appointing each function the over-all enterprise 
not set keep pace. Facilities, manufacturing, pro- 
duction, and engineering must support the company's ob- 


jectives. When you look the marketing organization, 
look carefully each function which the success 
the marketing depends. 


This experience and other similar ones have convinced 
that the analysis and planning industrial market- 
step-at-a-time basis. The mechanics involved are much 
easier than the problem overcoming the fear change, 
the fear uncovering deficiencies the organization 
that ourselves may have set up. 


But are intellectually honest with ourselves, and 
are willing discard the comforts every-day 
routine, can then position take these basic 
steps and capitalize opportunities presented the 
constantly changing industrial market today. 


Mr. Nunn 


suppose that many you sales executives and market- 
ing experts wonder why outfit like the Bell System, 
you think monopoly, should acutely interested 
marketing. I'll try explain some our thoughts 
that. order that, will talk little bit about our 
organization. 


have long had policy the Bell System provide 
the best telephone service that our power give, 
make the service high quality, and constantly 
improve it. The product have market service. 
The corporate organization our Company bit 
unique. the United States have operating com- 
panies, names that you will recognize: The New York 
Telephone Company, the New England Company, Ohio Bell, 
Illinois Bell, Mountain States, Pacific, and many others-- 
all. 


have the Bell Telephone Laboratories who the re- 
search and development involved keeping our products 
improving and developing--new products for rendering 
communication service. 


The Western Electric Company the manufacturing sub- 
sidiary for most the products use rendering our 
services. 


The American Telephone Telegraph Company, the 
parent company, renders advisory service all the 
companies all phases their operations with the 
central headquarters group, and addition provides the 
interstate long-distance service. 


our company, the president, Mr. Cleo Craig, has 
various vice presidents assigned specific responsibilities: 
financial, legal, personnel, public relations, and, 
course, operating and engineering, and several others. 


Early this year new vice presidency, merchandising, 
was established. Mr. Bartley Miller the new Vice 
President Merchandising; this department was estab- 
lished for the stated purpose anticipating and fully 
meeting the desires and needs customers. 


The tremendous job design, production, and operation-- 
including sales--will continue rest with the operating 
departments, has the past. The merchandising 
static group advise the company keeping with the 
policy anticipating and fully meeting customers' 
desires. 


get the picture our situation, might good 
point take quick look the postwar period. came 
out the war with millions unfilled orders, and 
have had huge demand ever since the war's end. The 
reason came out the war with such backlogs was 
that our laboratories, our manufacturing agencies, and 
our own efforts were largely devoted special duties 

for the armed services--the manufacture radar, gun 
directors, and on. 


the decade since the war, have gone long way 
cleaning this backlog orders and meeting the new 
demands. the end the war had 22-1/2 million 
telephones the Bell System. Now have passed the 
million mark--more than double. While generally 
use telephones the measure our progress, there are 
many other things with which you are familiar: network 
service, new industry--over 70,000 miles high 
quality television circuits connecting the television 
stations the country, the networks that you and look 
at. 


communication control system for pipe line companies, 
railroads, airlines and highway authorities, and other 
industrial uses. 


Then the newcomer that are all hearing much about, 
the transmission network for data processing, the so- 
called electronic brain computers--things that are be- 
coming great importance American industry. 


have such things the automatic answering devices, 
device answer your telephone when you are away and 
give the calling party message you may wish have 
given, and record for you message that the caller may 
wish leave. 


Those and many others--all together over 400 services-- 
are the different services that customers can use 
advantage. 


The postwar period for has been devoted catching 
backlogs and meeting high new demands. 


Now that have approached good position these 
regards, have entered into active merchandising 
program. This ncessary because many the services 
that have offer cannot possibly put use 
customers unless take the initiative and study the 
market, inform present and prospective customers how 
can better and more completely serve them, and 
actively promote and sell. 


You may think that company like ours, monopoly, does 
not have the marketing problems that you do. Let 
assure you that have them, and they are many 
respects the same yours. must study the market 
know what design, produce, and sell. must pro- 
vide the services and instruments that the public wants. 
must acquaint the public with the value our serv- 
ices through vigorous sales efforts. 


Besides the many thousands business office people 
that have telephone offices around the country, 
have over 8000 people special sales forces working 
with big users many the communications problems 
the type that have just mentioned. 


illustrate, will mention briefly three fields and 
activities which are aggressively marketing our 
products and our services. 


Take the case the Classified Directory. Classified 
advertising hardly needs elaboration. "Look the 
Yellow Pages your Telephone Directory" are well- 
known words all us. make this coverage com- 
prehensive requires wide and continued sales efforts. 


second case the use long-distance service. 
the case long-distance service most us, sure, 
have had the pleasant experience talking long-distance 
close friend loved one. This type service 
growing rapidly because gives great personal satis- 
faction and the cost relatively low. 


the field business long-distance service, course, 
this widely used. growing rapidly, too, but 
are finding out that there are many ways which long- 
distance can increased the customer's advantage. 


the use interviewing techniques and statistical 
sampling methods, haye been able build reference 
work for our long-distance salesmen aid them 
working for business customers. This reference work 
covers the long-distance usage over 400 customers 
throughout different parts industry. Included this 
digest are chapters accounting, administration, en- 
gineering, production, purchasing, sales and traffic; and 
might say, incidentally, that about percent the 
uses the studies are marketing and sales people. 


make claim knowing all the answers this field 
that will ultimately help our customers and fully stimu- 
late long-distance usage, but feel that are the 
right track and that continued research this field will 
rewarding our customers and ourselves. 
means, course, that have know more about our 
customers' business, are advise them advan- 
tage. 


the third area, telephones the home, are finding 
out that through active marketing approaches the house- 
wife spends good deal time the kitchen--something 
guess have always known--and that telephone 
valued those who have one there. So, think will 
have many more kitchen telephones, most them 
color. 


The bedroom another location where the telephone has 
proved valued item. With million bedrooms 
the country, the opportunity for improving customer 
service and company revenues presents big challenge. 


Other locations--living room, basement, workshops, 
laundry areas, and others--all offer opportunities for 
developing the home market. 


Another possibility second line for homes where 
competition with the teenagers problem. 


These and other improvements for telephone service 

the home constitute huge market and major service 
improvement customers--and small additional cost 
him over and above the cost the main service. 
have concept sell: complete telephone service 
the home, rather than just telephone--one telephone 

the hallway. 


The introduction colored telephones proving 

valuable aid our marketing. With telephones eight 
attractive colors possible provide color any 
room the home that will complement the decor that 
room. working with builders, manufacturers 
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kitchen equipment, model home displays, can hope 
encourage wide acceptance the home telephone 
service rather than telephone the home. 


The examples have discussed are but few the many 
opportunities for merchandising and actively marketing 
our products, always the interest customer service. 
These opportunities are full harmony with our policy 
furnish the best telephone service that possible 
provide, service that high quality and constantly 
improving. 


Thus, was keeping with this policy that our new 


Merchandising Department was created early 1955, 
with the objective advising and assisting our operating 
companies all over the country that the desires and 
needs customers are anticipated and fully met. Just 
meeting the demand, have had during these 
backlog years, simply not enough. 


Because the difficulty reproducing the 
(slides) referred Mr. Sproul's speech, they are 
not shown. 


RESPONDENTS UNLIMITED 
(Securing Primary Data for Industrial Market Potentials) 


Richard Booth 
Mallory Co., Inc. 


Obviously the establishment potentials based prima- 
data better than these data. Therefore, the scope 
and validity field work tremendous importance. 
Yet many very basic fundamentals are often neglected and 
overlooked. 


Even these basic fundamentals are too broad scope 
fully laid forth any single talk. present 
objective, therefore, synthesize certain and 
lay them before you. These are selected 
being important the basis fifteen years industrial 
marketing research, tempered healthy dose con- 
sumer and product development research. 


First-Sampling 


all too few cases very simple analysis conducted 
before the actual work selecting the sample--yet this 
definite must. 


Such analysis consists simply listing all the factors 
that concern influence (or which might concern 
influence) the potential the product being studied. 


For example, high speed cutting tool affected such 
factors (1) type tool (boring bar, end mill, turning 
tool); (2) type metal (steel, titanium, brass); (3) type 
machine tool (old fashioned 1890 lathe, modern jib- 
borer); (4) size establishment (big production run 
plant, small job shop). 


Such common-sense evaluation laid out "chart" form 
(with certain factors along the top and others along the 
side) will result boxes each which (or groups 
which) form essential complex that must inter- 
viewed. The number these strata varies according 
the product problem. But the important thing 
stated here that you take ten men with good common 
sense and some knowledge the product and problem, 
then lock them each separate room for day, and ask 
each his room conduct logical, orderly common 
sense they will come out with approxi- 
mately the same number "strata." Obviously, time does 
not permit detailed discussion such analysis. can 
merely bring your attention. 


Once have the "strata," can then assign three five 
interviews each stratum (or group), depending our 
finances and the number and importance various 

strata. Why three five? Well, less than three diffi- 
cult. sample one isn't very helpful. Two worse 
than one, they differ you don't know where you 
are. Three begins helpful. Why five? Because 
experience has shown that, except for cases when you have 
only very few strata, five enough. 


Frankly, don't like this strata-stratum stuff, but can't 
think better word for the moment. 


The main thing that there almost fool-proof form 


sample selection analysis that can applied indus- 
trial survey sample selection. you are not using this 
method, find out about it. 


Naturally, such sample needs adjustment and refine- 
ment the field work progresses. Without lot 
statistical gobbledygook, I'll merely say that very simple 
forms progressive tabulation throughout the course 
the field work, coupled with simple sequential analysis, 
are the tools that permit this. 


Next who interview, tremendous im- 
portance since varied and often violently opposed views 
can (and usually do) exist inside various respondent com- 
panies. For example, try establishing the potential for 
new airline passenger service gimmick (individual 
radio, foot-rest, new type comfort chair) and restrict 
your interviewing the Presidents, P.'s and staffs 
"Passenger neglect interviewing the 
engineering and maintenance people. You'll end with 
million dollar potential that will collapse like dyna- 
mited tunnel when the sales test met. 


Therefore, you must determine what differences 
opinion exist between individuals groups re- 
spondent company. You must get the opposing views 
hash out group interview (and this not hard 
you know how handle it. Finally, you must decide 
which opinion (regardless right wrong) going 
prevail. 


will skip mail interviews; this the subject another 
speaker this program. Regarding personal interviews, 
have two things say. First, the use salesmen 
interviewers. There has been much written regarding 
their limitations. Personally, find they are far better 
than generally conceded. use somewhat different 
criterion for their use from the one have seen written: 
the information needed can secured (without the 
cloak anonymity) through the purchasing agent the 
respondent company, use salesmen; not, don't use 
salesmen. The nature the information, and the reputed 
bias and prejudice salesmen highly overated. 


The second point personal interviews concerns market 
research consultants. When you choose one for 
ment, don't restrict your discussions the consultant 
brass. Talk with the people who will conduct the field 
work, and sure they fill the bill. Also, look over their 
interviews after about percent the field work 
finished. You say, "What about ethics when the respondent 
cannot revealed?" You don't have unethical. Let 
the consultant delete all names and hints from the inter- 
view; but satisfy yourself concerning the calibre your 
"primary while there still time suggest better 
approaches. 


Since are not going discuss mail interviews, would 
like put good word for the properly conducted tele- 
phone interview. Too often, people merely call re- 
spondent and ask questions--and are disappointed with the 
results. They deserve be. The respondent un- 
prepared, dubious, and does not have the facts his 
finger tips. 


properly conducted telephone interview starts with 
letter explaining the respondent the purpose, objective, 
and information desired, and stating that telephone call 
will follow. The first telephone call extends this thinking, 
discusses the problem, and establishes friendly relatior 
ship. also states that follow-up call will made after 
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the respondent has time consult his associates and 
gather the required information. This second follow-up 
call then the one that produces the required data. 
There lot difference between this type telephone 
interview, and the amateurish and abrupt one-shot-call. 


Finally, Industrial Interviewing Tactics--and this should 
the subject good book. Modern-day interviewers 
(with few outstanding exceptions) seem have slipped, 
they feel that interviewing beneath their dignity. 
They could use red-hot text the subject that preaches 
the gospel addition illustrating detailed techniques. 


Over 2000 personal industrial interviews have taught 
that there are five musts: 


(1) Explain why the survey being made, who con- 
ducting it, why the money being spent, and forth. 
(Don't start out with questions and answers, when the 
respondent's mind concerned with who spent the 
$300 send you California wander around 
asking foolish questions.) 


(2) Show that the survey good not evil. Demonstrate 
that the results will improve bad condition. (How 
can the respondent give useful answers thinks 
the information will poorly used, used against 
him his industry 


(3) Explain why you are calling his company. 


(After all, his small outfit--why bother with him? 
Fire him with the philosophy that it's about time small 
manufacturers were considered surveys. After all, 
the little fellow can have just much grief with 
poorly designed machine G.M.--maybe 
has some specialized problems that don't concern 
the big fellows--by gum!) 


(4) Explain why you are talking him. 


(After all, not the President, just one the en- 
gineers. Furthermore, he's pretty busy--backlog 
work, and forth. The answer here easy: it's 
about time the engineer who really close the 
Situation 


After these four points, should "with" you. honestly 
believe you don't want take the trouble develop 
these points, your interview may suffer. And the worst 


part you may never know that wasn't good 
interview. 


The 5th point the most important all: you must know 
your subject. You must give well take, and contri- 
bute his knowledge. 


This not hard do, spite the fact that the re- 
spondent may expert his field. Usually has 
been tied his desk more than desires. You (the 
interviewer) have been broadly ranging the field. Without 
revealing what any specific respondent has said you, 
you can give him broader than generally avail- 
able return for specifics. 


But you must know what you are talking about. you talk 
foolishly, unenlighteningly, you'll get little respect-- 
and the same sort answers. 


One last word--appointments vs. cold-turkey calls, con- 
troversial subject. Except for those exceptionally isolated 


calls where missing your man would mean hours wasted, 
experience strongly for cold-turkey calls. The 
man who continually insists appointments going 
waste time, late for these appointments when another 
respondent holds him, and forced cut some good 
interviews short. have found the "appointment 
often motivated lack experience and con- 
fidence, and large dose mental laziness. 


The important points emphasized can summa- 
rized three sentences. Potentials based primary 
data require top-notch primary data worth hoot. 
Projecting weak data won't improve the data. Further- 
more, specialized techniques and experience are required 
collect valid primary data. 
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PERFORMANCE EVALUATION EMPLOYING 
SECONDARY INFORMATION 


Warren Hardy 
Norton Company 


First let's understand each other. not propose 
reveal anything new, radicalyor earth-shaking. The pro- 
cedures outlined are panacea for market research 
studies. Quite possibly the technique which has proved 
satisfactory for some our studies may not even work 
other instances. However, desire leave with 
you few thoughts which may assist you attacking 
problems similar nature your work. 


Performance evaluation, rather than potential determina- 
tion, was deliberately employed the title this subject. 
have desire mislead. The subject material for 
practically all that said covers performance 
evaluation, otherwise known hindsight. However, based 
upon what has happened the past and with other readily 
available data, often possible satisfactorily fore- 
cast business trends. Basically, past performance the 
sale given product can related known indexes. 
From this relationship, basis for long-range planning 
established. So, while aiming for potential determination, 
must first evaluate past performance. 


the evaluation past performance there are three 
broad sources for market facts: (1) data company files; 
(2) material gathered outside organizations; and (3) 
facts gained through field investigation. The data 
found company files consist sales records, business 
analysis studies, salesmen performance, and on. 
Alone, these facts are relatively valueless performance 
evaluation studies. obvious that expanding 
economy company may losing competitive position 
even though its volume may steadily increasing. This 
true over-all sales, and true the smallest 
sales subdivision. The information available within the 
organization has value market research studies only 
when utilized with other outside data. obvious that 
one must have some bench marks with which compare 
one's own progress. 


Unquestionably the best source outside information 
personal interview the field. Theoretically the only 
perfect data are procured 100 percent sampling with 
infinite questioning and ideal interpretation. Obviously 
these conditions are unobtainable. Generally not 
possible interview the entire field, the time for ques- 
tioning limited, and interpretation will vary. So, any 
event, the sampling compromise. The question 
how far may compromise 


There denying that personal contact through inter- 
view questionnaire the best source information 

survey the field. However, the expense and time 
consumption such work often prohibitive. Even though 
expense not determining factor, time very often 
the essence--answers are needed and are needed quickly. 
Some reasonable expedient must resorted to. 


the survey question cover small geographical 

area the questionnaire, even interview, may the only 

solution. The smaller the area, the greater the require- 


ment for personal contact detailed knowledge the 
operation. The area may small bear 
resemblance whatsoever any other area. The larger 
the area under consideration proportion the whole, 
the more nearly representative will the results. 


Let consider for the moment the type study which 
involves running record periodically revised: the type 
necessary evaluate the over-all sales 
position satisfactorily evaluate the smallest sales 
subdivision well the over-all effort. Therefore, 
necessary complete detailed sales study periodi- 
cally. desirable that this work accomplished 
least semi-annually. organization that markets its 
products nation-wide basis impractical, not 
impossible, conduct field investigation each six 
months. Further, periodic mail questionnaires are not 
satisfactory because the variations responses and 
the variation cross sections thus obtained. this 
connection must not neglect the detrimental effect 
that too many letters the questionnaire type are bound 
develop. The requirement for speed investigations 
the periodically recurring type also necessitates com- 
promise. such instances accuracy being compromised 
for speed--but still high degree precision required. 
The problem can best solved resorting data 
collected reliable outside organizations. 


There are unquestionably limitations such information. 
unusual when the figures available are date. 
There are questions relative the sampling, the cross 
section, and the reliability. Further, the information 
not generally available the exact form desired. But 
spite these deficiencies, there are studies which still 
make necessary resort such data. 


Assume the problem "Establishment Long-Range Sales 
otential for Grinding Machines," nation-wide survey 
adjusted semiannually. First, the total domestic 
sales performance should related more common 
indexes. The ones select will vary from product 
product, but there are many from which select. For 
example, historically the domestic sales Norton 
grinding machines have shown distinct relationship 
the production steel, the number manufacturing 
employees, and manufacturer's expenditures for new 
machinery and equipment. While several similar relation- 
ships can shown, these will suffice illustrate this 
point. does not make much difference what index 
selected. Conceivably one could use the index for imports 
peanuts from Saudi Arabia the curve for that index 
historically parallels the sales curve the product 
question. 


advisable mention, this point, that the curves 
selected should ones for which reliable forecast data 
are available. Some indicators are regularly forecast, 
and previous experience indicates that the degree 
reliability high. Steel production figures, course, 
fall this category, figures relating manu- 
facturer's expenditures for new machinery and equipment 
and various employment data. 


Once these relationships have been established, 
possible forecast domestic sales item question 
based upon the forecasts made the paralleling fields. 
For example, should established the American 
Iron and Steel Institute that steel production over the next 
five years will increase five percent, the sales the 
product question should increase relatively the same 


rd 


amount, the product's sales curve parallels the steel 
production curve. 


(When considering the Machine Tool Industry, well 
remember that possible only forecast the 
long range employing the system outlined here. Idio- 
syncrasies the machine tool business make short- 
range forecasting especially difficult task beyond the 
scope this discussion.) 


Figure shows the relationship which historically exists 
between the Index Manufacturing Employees the 
United States and the Index Norton Grinding Machine 
Sales well the relationship between the Index 
Steel Production and the Index Norton Machine Sales. 
While the patterns Manufacturing Employees and Steel 
Production indexes are reasonably uniform, the pattern 
Grinding Machine Sales quite erratic--but still the 
parallelism all the curves quite obvious. Typically, 
Machine Tool Sales patterns are quite variable and 
difficult predict, except the long range. Since the 
relationship between the sales the item question and 
reliable indexes has been established, the next problem 
reduce these data for use the sales divisions the 
entire domestic market. 


For this phase the work necessary assume that 
each subdivision will follow the trend the nation 
whole. know that this not precisely given 
time, adjustment could made for the vagaries the 
growth patterns the various parts the country. 

impossible overstress the shortcomings "short- 
cut must recognized and considered. 
The end use which the study will put the deciding 
factor relative the precision required. For purposes 
this study, "Establishment Long-Range Potentials 
for Grinding Machines," the assumption that each terri- 
tory follows the trend the nation whole valid. 
The reason for this unquestionably that the sales 
territories considered are large enough and sufficiently 
diversified represent reasonable cross section 
the business. 


Territories and are typical grinding machine Sales 
Territories. They are made portions several 
states. Boundaries fall state boundaries only 
coincidence. Only occasionally are entire states em- 
braced single territory. Since most the available 
marketing data and statistical information are supplied 
relating these data the peculiar sales territory. 


How best can evaluate that portion state which 
have interest, that portion which falls within the 
territory are attempting evaluate? The breakdown 
could based strictly geographical area. But, 
you know, many instances all the industries within 
given state will located small area that state. 
When this occurs, weighting geographical area breaks 
down--and the results become prohibitively inaccurate. 
Obviously, necessary weight the portion the 
state within the territory according the information 
which are seeking. 


Should attempt evaluate state section state 
portion population, necessary know the popu- 
lation within and without the area question. Should 
attempt evaluate state population, conceivably 
could derive this information from figures indicating the 
number families within and without the area. Further, 
wish evaluate the state population, 


might even far this knowing the number 
automobiles within and without the area. the first 
example have ideal analysis that are com- 
paring like items. the second instance the relationship 
bit more remote but the parallelism should exist and 
the results should reasonably reliable. the third 
instance, one section the state contains wealthy 
people and the other portion contains people modest 
means, the result can completely misleading. 
should attempt make our comparison the same plane 
much possible. 


The Penton Publishing Company, publishers "Steel" 
magazine, has prepared market study "Metalworking 
Markets the United States." this study each state 
broken down county with listing the number 
metal-working plants each county. The data contained 
are not projection but compilation. such, they are 
sufficiently reliable for our purposes. 


previously mentioned, these data are tabulated show 
the number metalworking establishments each 
county. The only establishments included are those 
employing more workers. This does not seriously 
affect the figures for our purposes since has been 
shown that percent the metalworking industries are 
handled those organizations employing more 
people. Further, not economical call those 
employing fewer than people; extremely small 
portion the precision grinding machine business finds 
its way into the small shop. 


While "Steel's" study embraces metalworking total 
(including primary metal industries, fabricated metal 
products, machinery except electrical, electrical 
machinery, transportation equipment, instruments and 
related products, and miscellaneous manufacturers), and 
while the grinding machine not great signifi- 
cance the instruments and related products field 
the transportation-equipment field, has been found 
that there definite relationship between grinding 
machine sales area and the number metalworking 
plants found therein--assuming large enough sales 
territory. consider territory embracing only one 
county and including six metalworking plants employing 
persons more, not fair say that the nation- 
wide average necessarily holds true this small cross 
section. Conceivably, all the metalworking plants within 
that county could foundries employing not one grinding 
machine. the other hand, these six plants could well 
automobile engine plants employing hundreds 
grinding machines each. Now, enlarge our sales 
territories include several counties several different 
states, making major marketing area, our cross 
section more closely approaches the ideal. Then, are 
more nearly correct saying the relationship between 
grinding machine sales and metalworking plants does 
exist. Later data will serve substantiate this con- 
tention. 


Norton Machine Sales Territory contains all Dela- 
ware; that portion Pennsylvania east but not in- 
cluding the counties Potter, Clinton, Centre, Hunting- 
ton and Fulton; that portion New Jersey south and 
including the counties Mercer and Monmouth; and all 
Maryland except the western tip including Garrett, 
Allegany, and Washington counties and the southern tip 
including Accomack and Northampton counties. Somewhat 
less than one half the geographical area Pennsylvania 
falls within this area. However, this being the eastern- 
most portion the state Pennsylvania, contains 


almost two-thirds the metalworking plants. Roughly 
one half the geographical area the state New Jersey 
found Sales Territory However, less than 
percent the metalworking plants New Jersey are 
found the southern portion the state. All Delaware 
and most the geographical area Maryland are also 
contained Territory Reference "Metalworking 
Markets" reveals that percent the metalworking 
plants found Maryland lie within the confines Terri- 
tory the basis these figures, 7.1 percent the 
total number metalworking plants the United States 
are included Sales Territory 


establishing the ground work for this type analysis, 
many the available statistical series were plotted 
determine those whose patterns most nearly parallel the 
sales pattern for grinding machines. Figure the 
parallelism between the number manufacturing 
employees, steel production, and Norton grinding machine 
Sales illustrated. 


mentioned that time there were several other series 
whose patterns might well have been selected illustrate 
this parallelism. However, avoid confusion only two 
were selected for purposes explanation. 


The number metalworking employees, manufacturer's 
expenditures for new machinery and equipment, machine 
tool sales, and manufacturer's expenditures for new 
plants and equipment all produce patterns which closely 
parallel the sales curve for Norton grinding machines. 
Where many such relationships can shown, 
desirable employ all them. The greater the number 
used, the more forecasts that are available assist 
establishing potentials. 


Because the relationships that exist, can 
shown that 7.1 percent the United States total metal- 
working plants are included Sales Territory 
should reasonably expect that approximately percent 
the total metalworking employees the United States 
should found this territory. Similarly, this pro- 
portion should hold for the number manufacturing 
employees for manufacturer's expenditures, and for 
machine tool sales. determine whether not this 
relationship does exist, necessary break down the 
available state statistics, properly weighting that portion 
the state found within the sales territory question. 
Thus, since approximately two-thirds the metalworking 
plants Pennsylvania are found Territory this 
portion Pennsylvania should contain approximately two- 
thirds the state's metalworking and manufacturing 
employees. Approximately two-thirds the manu- 
facturer's expenditures should made this portion 

the state, and approximately two-thirds the machine 
tool sales should made this portion the state. 
the basis the same reasoning, those portions other 


states found within Territory may properly evaluated. 


Then the total the properly weighted portions the 
states found within tne sales territory should repre- 
sentative the portions each group found within the 
area question. The following tabulation illustrates this 
relationship. 


Norton Machine Sales Territory 


1951 1952 1953 1954 
Plants Doing 7.10 
Metal Working Employees 


1951 1952 1953 1954 


Manufacturer's Expenditures 
for New Machinery Equipment 8.42 8.95 17.34 


Machine Tool Sales 7:21 6.18 


Manufacturer's Expenditures 
for New Plants Euipment 8.91 9.06 8.20 
Sources: 
Metal working Markets 
Annual Survey Manufacturers 
NMTBA, Machinery 


order run through this technique once again let's 
consider briefly Norton Sales Territory This terri- 
tory made all Ohio, the eastern portion 
Kentucky and one county Pennsylvania. Reference 
"Metalworking reveals that percent the 
Kentucky metalworking plants are found within the con- 
fines this territory are 5.2 percent those 
Pennsylvania. Because this relationship that exists 
among metalworking plants, metalworking employees, 
manufacturer's expenditures, and machine tool sales, 
can assume that the same proportion these also fall 
within the bounds Territory Therefore, know 
the state breakdowns for each these, can properly 
weight that portion the state falling within the territory 
question show that approximately percent each 
the indicators may found Territory This 
close the 12.6 percent figure developed the portion 
United States' metalworking plants found within Terri- 
tory 


Norton Machine Sales Territory 


1951 1952 1953 1954 
Plants Doing Machining 12.6 


Manufacturing Employees 9.46 9.42 9.43 


Metalworking Employees 12.6 12.4 
Manufacturer's Expenditures 
for New Machinery Equipment 11.5 11.5 10.4 


Machine Tool Sales 11.39 11.8 


Manufacturer's Expenditures 
for New Plants Equipment 11.6 
Sources: 
Metalworking Markets 
Annual Survey Manufacturers 
NMTBA, Machinery 


How Norton's sales figures stack against the rela- 
tionships previously shown? First, let point out that 
Norton's are fortunate having two means 
checking; (1) grinding wheel sales and (2) grinding 
machine sales. While not previously mentioned, has 
been shown that Norton grinding wheel sales patterns 
more closely parallel the Index Manufacturing Em- 
ployees and the Index Production than does the 
pattern grinding machine sales. Grinding wheels are 
perishable tools and are not subject the same wide 
variations shown machine tool sales. While the 
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trends all the indexes used have been closely parallel, 
the actual curve grinding wheel sales very, very 
closely parallels the actual curve steel production and 
manufacturing employees. Thus, should expect 
much closer coordination between wheel sales and the 
figures already shown the area discussed. The follow- 
ing tabulation illustrates this point. 


Norton Sales 
1951 


1952 1953 1954 
Territory 


Wheel 
Machine 


Territory 


Wheel 
Machine 


will noted that over period the wheel 
sales Territory were somewhat more than percent 
the United States total and the wheel sales Territory 
ran approximately percent the United States total. 
These figures are reasonably close those already de- 
veloped for each these areas. Further, will noted 
that there considerably greater variation the per- 
centage United States total Norton grinding machines 
sold within each the territories question. Territory 
falls well below the anticipated percent, while 
Territory shows two years well above the per- 
cent average. 


These two areas nicely illustrate the type variation 
encountered machine tool sales studies. While perish- 
able tool sales moved along comparatively constant 
rate relative United States total sales, the grinding 
machine sales fluctuated quite erratically. However, 
will noted that after two-year peak the grinding 
machine sales Territory fell their percent 
relationship. the other hand, Territory seems 
prolonged slump. 


The machine sales data the type shown for Territory 
though seemingly alarming, most generally have simple 
and logical explanation. Quite generally the Sales Manager 
position explain the variations terms pro- 
cess changes, compromise, competition, lost sales. 
any event supplied with figures which aid him the 


evaluation his sales people. Obviously because the 
wide fluctuations between machine tool sales and the other 
indexes employed, quite difficult use the technique 
outlined for short-range forecasting. Best results are 
procured when these data are used for long-range 
planning. Further, recommended that this type 
approach avoided possible when only small section 
the country under consideration. previously 
mentioned, the smaller the sales area, the less reliable 
are the results procured. Further, while the method 
outlined satisfactory for periodical studies, where time 
conservation essential because the wide scope the 
problem, not desirable for use the study 
single territory. would hesitate recommend that 
individual salesman discharged even reprimanded 
because his performance did not meet the test employing 
the methods outlined. There are many shortcomings 
this type analysis--shortcomings which affect the re- 
sults considerably some cases individual territories. 


However, the method has proved satisfactory for quick 
picturing the over-all sales effort analyzed sales 
territories. 


this point forecasting and potential have been 
mentioned only casually. Actually, when the technique 
outlined used, all forecasting based upon the efforts 
the other organizations, other experts. the use 
readily available data, relationships are shown which 
allow assumption that sales the item question 
parallel other known indexes. Since the indexes selected 
are frequently forecast many organizations, many 
experts, possible arrive reasonable average. 
Thus, can extrapolate the sales curve the item 
question parallel the projection based upon the average 
forecast. This allows reasonable prediction what 
might expected relative the sales the item under 
discussion. Again, must emphasized 
the peculiarities the machine tool sales, the use 
this technique must necessity limited long-range 
studies. 


you can see, the system described here for per- 
formance evaluation not cure-all; fraught with 
pitfalls. Perhaps quite limited its field appli- 
cation, and unquestionably leaves much desired. 
certainly contains some assumptions which would 
difficult prove. spite all these arguments, this 
type study does have area usefulness; and 
confined that area and used with understanding 
its weaknesses, can prove highly valuable tool 
performance evaluation and the establishment 
potentials employing secondary information. 


10.1 3.64 5.06 4.90 
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USING THE CENSUS METHOD 
DETERMINING MARKET POTENTIALS 


Donald Stewart 
United States Steel Corporation 


purpose this discussion highlight some the 
significant factors involved measuring markets 
means annual census survey consumers. 
all recognize how essential for any business concern 
have facts which reveal the location and size the 
markets for the products sells. Several methods for 
obtaining these facts have been presented the other 
members this panel. The approach will discuss 
the "Consumer Survey" approach--that is, complete 
enumeration all consumers obtain record each 
consumer's total requirements. 


Since experience has been entirely the steel indus- 
try, going talk about using this method for 
measuring the markets for steel products. comments 
will reflect composite several survey programs used 
United States Steel Corporation. 


Before moving further into subject, however, should 
clarify important point. You will note that assigned 
topic refers method determining market potentials. 
Actually, the method will discuss not designed 
measure market potentials. Rather, for the purpose 
measuring actual markets, stated another way, 
reveals total steel product requirements for specific 
past period. 


Let explore for moment how differentiate between 
these two concepts markets--namely, potential markets 
and actual markets--and third concept, forecast mar- 
kets. have indicated, actual markets reveal what did 
take place during past period terms total actual 
sales products. the other hand, forecast markets 
reflect what expect will take place future period 
under the conditions believe most likely. Fore- 
cast markets are estimates future demands for steel 
products, giving consideration such factors ex- 
pected economic levels, political atmosphere, consumer 
purchasing power, and forth. Our third type 
markets--potential markets--reflects markets that 
could possibly exist but which not expect exist. 
For example, all recognize that food packaged 
several types containers, such tin cans, glass, 

and paper. Each type container serves portion 
the total container market. sense, the potential 
market for any one these types containers the 
total market for all containers. However, un- 
realistic believe that any one type container will 
displace all other types. Therefore, actual 
forecast market for any one type container would 
include only that part the total container market which 
type container. 


There was time when was our practice Steel 
record tonnage requirements which purported 
represent future needs consumers. This basis had 
some advantages. The results were, some extent, 
short-term forecast the demand for steel products 


consumers. with our present surveys, our sales- 
men were responsible for providing these estimates. 
subsequently discontinued this approach because 
practice was difficult eliminate either the personal 
optimism the pessimism the salesman, which 
colored his estimate consumer's expected purchases. 
The results were not realistic. Each salesman had his 
own opinion the general business outlook and its effect 
each consumer's requirements. The tonnages fre- 
quently reflected overstatement understatement 
consumer expected demands for steel products. 

result, the data had limited enduring value. have 
found that series estimates based actual figures 
for past periods reflects more accurate, unbiased 
picture market movements and trends. Consequently, 
our program now provides for the salesman obtain, 

the extent possible, actual records for the past year. 


Possibly some you are thinking, "Why does Steel 
the expense complete enumeration all con- 
sumers each year? Would not more practical 
obtain required market statistics sample spot 
basis the demand for such data arises?" Believe me, 
have asked ourselves these questions many times. 
Our reaction has been that far more practical and 
economical for continue with the complete annual 
survey organized continuing basis. Our needs for 
area and consumer market statistics, product, are 
frequent during year that would wholly im- 
practical initiate separate survey for each occasion. 
addition, are convinced the results are more 
accurate and consistent complete survey made, 
covering specified period specified time. 


satisfy our data needs, the steel industry 
have available, through the American Iron Steel 
Institute, great mass extremely valuable data. 
These data cover capacities, production, and shipments 
the products produced within the industry. For 
example, obtain each month shipment reports which 
detail product the industry's total shipments 
different products broken down five grades steel. 
addition, obtain each quarter further breakdown 
these statistics reflect the distribution the steel 
industry's shipments types markets into which the 
shipments were made. 


This all very valuable information, but have one 
major missing link the data available from the American 
Iron and Steel Institute. not have record steel 
industry shipments terms the geographical area 
which the shipments were made. Lack these data 
leaves unanswered the question, "Where does all the 

steel go--geographically?" Obviously this lack area 
market data tremendous handicap any steel pro- 
ducer. Without some idea the size the market 

various sections the country, facility, solicitation, 
and distribution planning cannot properly programed. 
For example, great deal market data was used 
deciding build the new Fairless Works Steel 
near Philadelphia. was necessary know the size 
the steel market which might served Eastern 
plant, not only total but also detail type product. 


Since this valuable and essential area market information 
not available through published sources, obtain 
through annual survey consumers. Our objective 
obtain complete record total requirements for 
steel products during the past year, product and 
geographical area. accomplish this objective strive 
prepare separate survey report for each mill lot con- 
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sumer steel products. 


The survey begins shortly after the end each calendar 
year when record our shipments customers 
becomes available. means mechanical tabulating 
equipment, multiple-copy reporting forms are prepared 
for each known consumer steel products, revealed 
from our previous year's survey and our shipment 
records for the year just ended. Consumer identification 
information entered the survey forms, well 
record our total annual shipments identified products 
those consumers who are also our customers. Con- 
sumer identification includes such information company 
and plant name and location, along with codes identify 
sales office responsibility; type industry classi- 
fication; and geographical locations. These geographical 
codes indicate trading areas which are defined counties 

groups counties within state. means these 
trading area codes, which define relatively small geo- 
graphical areas, are able summarize our market 
data meet the needs variety area market 
problems. 


These survey reporting forms, identified consumer and 
including record our shipments, are then sent our 
District Sales Offices. here that the most important 
the salesman record each consumer's report the 
best information can obtain the total tonnage 

each product purchased the consumer, from all 

sources supply, during the past year. 


assist the salesman the completion these re- 
ports, have provided him manual instructions, 
designed specifically for his use. This manual identifies 
the objectives and uses the survey, describes the com- 
plete program, and presents step step instructions 
how prepare consumer report. 


many cases salesmen actually make calls the con- 
sumers for the purpose obtaining the facts needed 
fill out the survey reports. surprising number 
cases the consumers provide valuable assistance the 
salesmen completing consumer reports. Naturally, 
there are some consumers who not show such cooper- 
ation. these cases the salesman must estimate the 
consumer's total requirements. the salesman's 
responsibility supply record the requirements 
all consumers, whether they estimated obtained 
from the consumer. maintain that far better 
incorporate salesman's estimate our survey than 
include figures all. 


you can see, rely heavily our salesmen the 
field. recognize fully that some people are critical 
the use salesmen collectors market infor- 
mation. the other hand, are convinced that our 
market data must built from details individual 
consumers. firmly believe the key the consumer 
the steel industry the salesman. Our salesmen are 
far more than just they are well trained and 
have detailed knowledge the products sell. Each 
them has gone through thorough training period before 
entering the sales force. 


Our salesmen know who the consumers are. They call 
regularly them and are conversant with their needs. 

our belief that each salesman should control all 
contacts made with his accounts; therefore have 
avoided having survey people contact customers. 
believe contacts persons other than salesmen could 


detrimental the established commercial relationships 
which have been secured through diligent service the 
part salesmen. 


You may wonder why steel consumers are willing give 
this much detailed information about their own re- 
quirements. The answer that over the years most 
consumers have come realize that the better informed 
are regard their market requirements, the 
better job United States Steel will able gearing 
itself serve them with good quality steels sufficient 
quantities the future. addition, over the years con- 
sumers have learned that respect the confidential 
nature the information they supply us. 


Let now give some thought what has been ac- 
complished collecting this mass data. When our 
surveys are completed, have estimation total 
shipments all steel producers each the thousands 
steel-consuming plants which make the market for 
each the many steel products sell. can and 
provide for handling these data modern data-processing 
machines. The data are assembled many different com- 
binations during the course year, tailor them 
fit each problem which comes along. 


will not attempt spell out here all the uses make 
these basic data. Many uses will suggest themselves 
you. mentioned previously, this market informa- 
tion extremely valuable the forecasting work carried 
our division. Knowledge past markets essential 
estimating future markets. Historical market informa- 
tion, well market forecasts, also essential any 
program for expansion modification facilities. This 
true whether the plan for installing one piece 
equipment for processing one product whether the plan 
involves complete mill. 


addition, these reports are valuable different 
divisions the sales department. The reports are used 
each salesman basic written record the per- 
formance his accounts. District managers use these 
facts planning their distribution and solicitation and 
working with specific accounts. The product managers, 
likewise, use these data planning the distribution 
the products for which they are responsible and making 
recommendations management designed improve 
profits from the sale these products. fact, the 
individual reports and the resulting tabulations are vital 
all levels commercial management carrying out 
day-to-day operations and planning for the future. 


You may interested know what part the total 
market our programs are successful identifying. 
Because our national sales coverage, can measure 
our results against industry totals published the 
American Iron and Steel Institute. you may expect, 
the percentage varies considerably from product 
product. are also sure the coverage varies from one 
area another. Generally speaking, get more com- 
plete coverage for products which have high 
participation than for those which our market penetra- 
tion low. fact, for several products our results 
total overstatement the market measured 
against industry totals. recent years identified con- 
sumers' tonnage requirements all products have 
totaled between and 95% the total shipments re- 
ported the American Iron and Steel Institute. This 
sounds like quite complete coverage. know, however, 
that the area totals are only estimates; have way 
determining their accuracy. 


must admit that have gone through fairly severe 
growing pains establishing these survey programs. 
matter fact, are continually striving smooth 
out some the rough spots; each succeeding year's 
survey better than the previous one. addition, the 
value the survey increasing year year, for 
other reason than the fact that are lengthening the 
series comparable market statistics have available. 
There another reason, though--and probably more 
important one--why the survey becoming more valuable 
from year year. With each new set these measures 
our markets, are learning how make better use 
them. 


Let summarize remarks this manner. 
Steel have program designed estimate, con- 
sumer consumer and product product, the size 
the markets which sell. For our basic information 
turn the man who believe best qualified 


supply it--the salesman. knew better qualified 
measure markets, would use it. are not seeking 
perfect figures, because know they not exist. Nor 
are kidding ourselves that ever have perfect 
answer. are only asking the salesman obtain the 
best figures that his customer relations, experience, and 
good commercial judgment make possible. For our 
purpose these figures have proved quite accurate. 


result this effort, have reasonable, and 
perhaps even very good, estimate the distribution 

the steel industry's products marketing areas. 
know, with some accuracy, where the big steel con- 
suming points are, how they shift from year year, 
whether they're expanding declining, and forth. 

This kind historical information, together with our 
forecasts future trends, basic much the 

planning activity within the United States Steel Corporation. 
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THE NEED FOR INDUSTRIAL 
CLASSIFICATION SYSTEM 


Nathaniel Kidder 
Technical Marketing Associates, Inc. 


want say the outset that when say mean 
"product service." Thus, remarks are equally ap- 
plicable those selling industrial product, such 
grinding wheel, and those selling industrial service, 
such air freight. 


topic "The Need for Industrial Classification 
Why use industrial classification 
system? order understand why, must examine 
the motivations the industrial buyer. 


The buyer buys things that will help him. The industrial 
buyer buys things that help him solve his production, 
distribution, control, development problems. The 
textile firm buys automatic looms solve production 
problem. The machinery manufacturer uses air freight 
solve distribution problem. Chesterfield buys Accu- 
Ray solve control problem (and perhaps adver- 
tising problem). 


The industrial buyer buys your product because thinks 
offers the best solution his problem. Your industrial 
market made manufacturing plants that have 
problems which can solved through the use your 
product service. 


you had some way categorizing the problems all 
industrial plants into those that can cannot solved 
through the use your product, you would know the 
plants your market. Furthermore, you would know the 
exact problem each one faces and could tailor your 
marketing approach accordingly. 


What the need for industrial classification system 
Why use industrial classification system? 
use just that: determine which industrial 
plants are our market, where they are, and the best 
approach use selling them. 


How you about doing this? You must keep mind 
the motivation the industrial buyer. buys things that 
will help him solve his production, distribution, control, 
development problems. has these problems because 
what makes the operations performs. There- 
fore, you have system for classifying industrial plants 
according their product operations, you have taken 
big step forward toward categorizing them according 
their problems. Once you know their problems, you know 
whether not they are your market, and you can de- 
cide your best sales approach. 


use industrial classification system based upon the 
product produced the operations performed. have 
system: for each our clients' products 
through this classification determine which industrial 
plants are the market and why they are the market. 
determine the problems that can solved with each 


client's product service, and the exact nature the 
problems. 


Here concrete example. The American Dynamics 
Corporation has recently developed revolutionary type 
pump. will not only things other pumps will do, 
and them better, but will also many things here- 
tofore considered impossible--things you cannot with 
other kinds pumps. 


American Dynamics wanted the answers such ques- 
tions these: How large the market for this type 
pump? what specifications should built? Should 
into mass production pumps that will handle 
thirty thousand gallons fluid minute? Where 
the market? What should the price be? What sort 
advertising campaign should carried out? 


First all, went through industrial classification 
system and determined the categories containing indus- 
trial plants with production, distribution, control, de- 
velopment problems calling for the use pumps. Second, 
contacted the plants these categories determine 
the exact nature their pumping problems, the extent 
these problems, how the problems were being solved, and 
how much the solution was costing. 


this work received valuable marketing assistance 
from Iron Age. With this information, American Dynamics 
has gone ahead with its production planning and with the 
design and marketing the pumps. 


Working closely with American Dynamics production 
engineers, and using the marketing data have gathered, 
have designed line pumps for mass production. 
Using industrial classification system, determined 
the types and sizes pumps needed solve the most 
widespread industrial pumping problems. Furthermore, 
made sure the pumps designed could profitably 
produced and still within the price industry ready 
pay solve these problems. 


industrial classification system can used aid 
producing publicity releases. Let consider the new 
product releases for the pumps. One the new features 
the pump the ability instantly increase de- 
crease the pumping rate without the use valves. This 
something radically new pumps. However, not 
phenomenal product changes per that motivate the 
industrial buyer; rather improvement the 
solution his problems that will motivate him make 
purchase. this feature the pump does not offer 
better way solving certain industrial problems, 
purely academic interest, won't help sell the pump. 


Therefore, asked each the industrial plants with 
pumping problems: "Would advantageous instantly 
increase decrease the pumping rate without the use 
turned out that this feature was interest 
only certain segments the pump market. American 
Dynamics does not want market findings revealed com- 
petitors, cannot reveal the specific market findings. 
However, while the following example fictitious, re- 
presents the type finding and the way can used 
preparing publicity releases. 


Let say the food machinery industry indicated 
pumping problems calling for this feature, while the 
electronics industry showed great interest. That is: food 
machinery interest; electronics high interest. 
the new product releases going ELECTRONICS, 
ELECTRONIC DESIGN, and the PROCEEDINGS THE 
INSTITUTE RADIO ENGINEERS this instantaneous 

rate change feature was emphasized. the other hand, 
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the new product release going FOOD ENGINEERING 
emphasized other features the pumps. Through the 
use industrial classification system tailored 
publicity releases the needs the industries served 
particular trade journals. 


Needless say, the same reasoning applies adver- 
tising. sure Mr. Ladabouche will very adequately 
cover that subject his talk. 


Does the sales manager have need for industrial 
classification system? have shown the way indus- 
trial classification system can used determine 
which industrial plants are your market and why they 
are your market. With this information the sales 
manager knows where call and the best sales approach 
use. Perhaps even more importance, knows 
where not call, and thus avoids many wasted sales 


calls. 


the sales manager can find out which industrial plants 
are his market, knows the number plants 
called different areas. This information helps him 
determine whether area should served through 

distributor directly; directly, can estimate the 
number salesmen needed cover the territory. 


summarize: Industrial buyers are motivated the 
desire solve production, distribution, control, and 
development problems. You can sell your industrial 
product service you can convince the buyer that you 
offer the best solution his problem. Industrial plants 
have these problems because what they are producing 
because the operations they are performing. There- 
fore, industrial classification based upon product, 
upon operations performed, helps you determine which 
plants have problems that can solved through the use 
what you have sell. There need for industrial 
classification system determine which plants are 
your market and why they are there. 


7 
| | 1 
q 
q 
q 
q 
q 
q 
7 
q 
q 
| 
q 
q 
| 
tr 
Co 
we 
or 


THE SIC AND INDUSTRIAL MARKETING 


Ladabouche 
STEEL Magazine 


The Standard Industrial Classification system SIC, 
popularly known, standard method classifying 
business establishments the major product produced 
the major service performed. This system has been 
adopted the federal government and many state 
governments for the collection and presentation sta- 
tistical information relating business establishments. 
And much the marketing data published private 
sources, such publishing houses, also compiled and 
presented this same basis. 


This standard system classifying establishments has 
value and itself because provides reasonable 
measure comparability most marketing information 
being published statistical form. The greatest useful- 
ness the SIC the industrial market, however, cannot 
realized until has geared his internal information 
this system. Then becomes possible for him 
analyze and compare his own data with that published 
the government and private sources. The quantitative 
information developed can then used guide 
making marketing decisions. 


The decision areas which the SIC can useful are 
many and the number possible applications is, perhaps, 
only limited the ingenuity the people the marketing 
field. Some the situations which the SIC can play 
key role are these: 


(1) Determining new plant location. 


(2) Determining the branch sales offices 
warehouses. 


(3) Determining sales territory boundary lines. 
(4) Determining sales manpower requirements. 
(5) Determining sales potentials. 


(6) Determining sales quotas and compensation for sales- 
men and distributors. 


(7) Allocating advertising budgets industries. 


(8) Determining industries which should receive special 
marketing effort because the high concentration 
sales opportunity. 


(9) Selecting businesspapers for advertising schedules. 


Time does not permit the complete discussion how the 
SIC can help solve each these marketing problems. 
However, sketchy outline may prove sufficient illus- 
trate the applications. 


Determining new plant location. you may know, our 
company maintains continuing census all the metal- 
working plants the United States which employ twenty 
more persons. This census information kept 
IBM punched-card system, and each card contains the 


name and address the plant and shows other pertinent 
information such major and minor products manu- 
factured, employment, and metalworking operations per- 
formed. The major and minor products are coded 
accordance with SIC. However, the plant actually de- 
fined being the SIC industry which its major product 
dictates. Our Market Research Department was recently 
asked provide from this census statistics the county 
level help manufacturer adhesives decide the geo- 
graphic location new plant. 


This company had coded its customer list accordance 

with the SIC. Through sales analysis the company had 

been able determine that over percent its sales 

volume was derived from plants the metalworking 

industry. Moreover, the company knew the specific four- 
digit SIC industries from which got the bulk its 
business and had developed consumption factors showing 

the approximate dollar volume anticipated from SIC 

groups according the size plant. 


Basically, this company used our statistical information 
develop picture the geographic dispersion its 
important customers and prospective customers the 
metalworking industry. Other factors, such the loca- 
tion the present plant, the existence transportation 
facilities, and the sources raw materials, were also 
considered. 


Our department was able make additional contribu- 
tion this company furnishing analysis the 
location the geographic center the metalworking 
industry along with estimate the future rate move- 
ment this center. 


Determining the location branch sales offices ware- 
houses. This problem essentially the same that 
determining the location new plant. Not long ago our 
department assisted determining the location 

steel warehouse. The company question had coded its 
customers SIC groups and had developed the same type 
information the four-digit SIC level described 
the preceding example. 


One additional problem was encountered this case. This 
problem was brought about the fact that the smaller 
plants are important purchasers steel from warehouses. 
Since our census does not maintain information plants 
with fewer than employees, was necessary for 
use Business Patterns, First Quarter 1953" 

fill the picture the smaller plants. Data from this 
publication were integrated with our own census data 
the larger plants form complete picture the 
market. 


Obviously, the geographic distribution customers and 

prospects was only one the many considerations which 

determined where the warehouse should located. Some 

the other factors weighed were transportation facilities 

and the competitive warehouses. 


Determining sales territory boundary lines. practi- 
cally axiomatic today that sales territory lines should 
coincident with county lines. This because much 
the available marketing information published only 
down the county level. Therefore, sales manager 
desires apply analytical controls his marketing 
efforts, almost mandatory that his territorial bounda- 
ries should follow county lines. Thus, the problem 
establishing boundary lines for sales areas becomes one 
determining the counties included each terri- 
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tory. leading manufacturer welding equipment 
recently became interested trying divide one large 
sales area into two sales territories. The com- 
pany had previously decided that more sales manpower 
was needed achieve more intensive coverage the 
market. The chief concern was how this one large terri- 
tory could split that there would reasonable 
amount balance between the areas created. 


Although this particular firm had not coded its customers 
according SIC, did furnish detailed word des- 
cription its most important customers. adapted 
this word description the SIC code and then gave the 
company county-by-county tabulation the location 
plant groups. 


While this picture customer location proved very use- 
ful helping achieve balance the two territories 
which were eventually established, equally important 
consideration was given the number miles travel 
for salesmen, the traveling time that would consumed, 
the location good highways, and other factors involved 
determining the over-all expense achieving proper 
sales coverage. 


Determining sales manpower requirements. One method 


that company can use determine its sales force 
large enough method based SIC approach. 
first step, the company codes its customer list ac- 
cording SIC and then through sales analysis deter- 
mines the average dollar volume sold plants each 
SIC class size plant groups. Sales management can 
then determine the number calls year that should 
made plants varying size each the SIC groups. 
From historical records the company can know how many 
calls can completed average working day. 
appraise the manpower needed each territory, 
finally necessary develop statistical count the 
number customers and prospects the territory ac- 
cording SIC classes and size groups. Such count can 
obtained from Business Patterns" and also 
from publishing houses which maintain their own census. 


Determining sales potentials. There are least two ways 


which the SIC can assist company develop sales 
potentials. the first method, the company codes its 
customers according SIC and then from its sales data 
computes the average dollar volume sold per employee 
plants each SIC group. necessary for each 
salesman periodically record the employment each 
plant calls on. From publishing house from 
County Business Patterns sales management develops 
picture the total number employees each SIC 
class counties. The average dollar volume sold per 
employee multiplied the number employees, and 
this county-by-county information can compiled 
show estimated sales potential for each territory. 


The second method basically the same the one out- 
lined above. However, instead relying sales volume 
information obtained from company records, sales 
management has market survey conducted estimate 
the dollar volume used per employee various SIC 
categories. Such survey probes all sections industry 
where there any possibility that the product may 
used. this respect the second method has advantage 
over the first method because uncovers markets which 
have not been sold which are being badly undersold. 


Determining sales quotas and compensation. The solution 
this marketing problem depends essentially the 


development proper sales potential figures. Thus, 
indirection, the SIC can make positive contribution 
this area. 


Allocating advertising budgets industries. help the 


industrial marketer decide how advertising budgets 
should allocated, should furnished sales analysis 
reports which disclose the present sales pattern terms 
the dollar volume sold various SIC industries. 
should also undertake program determining the 
potential market SIC industries independent internal 
information. comparing the results these two 
analyses, the people charged with the responsibility 
allocating budgets can determine how the budget should 
divided among industry markets. The actual split-up 
the budget depends the company objectives that are 
set after preliminary investigation. 


The industry approach the allocation the advertising 
budget seems the most applicable because the basic 
method used reach the market--the businesspaper 
press--is also organized, for the most part, indus- 
try basis. also quite common have direct-mail 
campaigns planned and carried out industry basis. 
However, geographic allocation might used. can 
made percent-of-sales basis any analytical 
basis. For instance, the actual sales performance the 
geographic area can weighed against the potential 
the areayand those areas which the share market 
unduly small can allocated arbitrary amount the 
budget with the objective increasing the share 
market. 


This entire operation depends the employment the 
SIC. First, the customer list must coded SIC's for 
sales analysis purposes and then the market determina- 
tion, carried out independent internal information, 
must also done SIC basis that meaningful 
comparisons can made. 


Determining industries receive special marketing effort 


The industrial marketer should continuously searching 
out those industries which show high concentration 
sales opportunity. These industries are the ones which 
will produce much greater than average volume sales 
when only average amount marketing effort in- 
vested. 


While such exploration can done without employing the 
SIC, its use greatly facilitates the entire process. One 
means exploring for concentration sales oppor- 
tunity run advertising inquiry type businesspapers 
which are circulated all segments manufacturing 
industry. The usefulness the inquiries received from 
the publisher improved the inquiries contain SIC 
code for the inquiring company. This makes possible 
group the inquiries from plants into more less 
homogeneous classes that conclusions can drawn 
and future plans made. For instance, would quite 
meaningful know that percent all the inquiries 
received came from SIC 3391--the manu- 
facturers iron and steel forgings. 


Another method explore the relative sales opportunities 
various industries the use mail questionnaire. 
this case, cross-section sample industry 
selected from publisher's census, and the questionnaires 
are pre-coded four-digit SIC classes. The returns can 
then analyzed industry groups form basis for 
future action. 
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Selecting businesspapers for advertising schedules. 
effective job selling helping sell product 


service means advertising trade papers, 
industrial marketer attempts the following things: 


(1) Determine the types plants that are now customers 
are prospective customers for the product 
service. These types plants should classified 
and identified according SIC. 


(2) Determine the relative purchasing importance 
these plants. 


(3) Discover title the men who influence the purchase 
the product service. 


(4) Buy appropriate space those businesspapers which 
are being read the men who influence the buying 
that the advertising run will have the best 
audience possible for the money invested. 


(5) Create which will cause these persons who 
influence the buying follow course action 
thinking which desired the advertiser. 


The use the SIC can help improve the effectiveness 

this procedure. Its basic assistance can summarized 
saying that the use the SIC makes possible 
match the circulation coverage desired SIC industries 
with the circulation any publication presented SIC 
basis. enables the buyer advertising space pur- 
chase most economically the circulation which matches 
best the market seeks cover. 


Before the space buyer can hope make adequate use 
circulation statements presented SIC basis, must 
fulfill one requirement; must first code his customer 


list SIC's and through process sales analysis 
determine the relative purchasing importance the 
various types plants which now buy the product. 

the product relatively new one, the old sales 
pattern suspected being out line, then the pur- 
chasing power importance industries can developed 
means mail questionnaire technique rather than 
sales analysis. 


the end this article, the example, which practi- 
cally self-explanatory from the footnotes, hows one 
possible method taking SIC approach the purchase 
circulation. However, there are two factors that bear 
pointing out reference this analysis: 


(1) one really buys circulation. Space buyers purchase 
readership. Therefore, important that, ad- 
dition giving consideration the quantitative 
purchase circulation SIC basis, adequate 
provision should made for consideration the 
qualitative aspect circulation--or readership. This 
analysis attempts this means the factoring 
process set columns 14-16. 


Although plants are the buying units the manu- 
facturing market, should remembered that people 
are the buying influences. also fact that indus- 
trial buying typified multiple buying influences. 
Therefore, sole reliance should not placed the 
number buying units plants covered circula- 
tion; evaluation should made the number 
copies publication going into each SIC industry. 

likewise important know the average number 
copies going into each plant each the SIC 
classes. final judgment, the cost figures presented 
columns and this analysis should 
weighed. 


ILLUSTRATION PURCHASE CIRCULATION 
THROUGH USE SIC 
Magazine "A" 


(1) (2) (3) 
No. Plants No. Per Cent Sales Volume Black No. Per Cent Av. No. 
Employing Customers Customer White Plants Market No. Copies 


$1,098,673 26,796 
654,768 34,461 


232,795 58,198 
432,711 14,921 
89,061 6,850 
8,761,119 80,377 
43,781 5,473 
87,198 43,599 
2,457,897 


60,755 


From the Penton "Census 
(2) divided (1) 
From publisher's SIC circulation breakdown. 
(7) divided (1) 
From publisher's SIC circulation breakdown. 


Factored Circulation Factored Readership 


Importance Readership Factored Factored 
Factor Plants Copies Factor Plants Copies Plant Cost Copy Cost 


1,034 
397 137 
106 212 
2.7 621 1,056 
129 185 
6,835 12,951 2.3 15,720 
208 296 1.9 395 562 
2,218 3,643 2.0 


(11) - Arrived at by letting the smallest sales volume per customer be assigned a weight of 
1.0 and computing all other weights reference this. 

(14) Developed from readership surveys buying influences these industries. The 
weight the least read publication 1.0 and all other weights are computed 
reference to this. 

(15) (12) (16) (14) (13) 

(17) (6) (15) (18) (6) (16) 


2522 26.8 88.7 117 1.9 

3564 126 10.3 78.6 142 1.4 

3661 570 109 19.1 465 81.6 881 1.9 
3831 5.6 72.2 1.4 

3861 114 14.9 138 1.6 

991 106 67.6 458 

1,912 348 18.2 1,482 2,458 1.6 


CAN THE YIELD ACCURATE MARKETING DATA? 


Ludwig Hellborn 
General Motors Corporation 


The subject talk phrased rather loosely and may 
susceptible different interpretations. Before going 
into it, would like first settle the semantics that 


will not misunderstood those who may view sub- 
ject different context. 


First all, the Standard Industrial Classification, being 
inanimate and conceptual device, yields nothing 
itself. the use application the S.I.C. the 
statistical task arranging mass heterogeneous 
information into pattern, intended orderly and 
meaningful one, that yields breakdowns statistical data 
that may may not accurate and useful for marketing 
purposes. 


Next, let narrow what meant marketing data. 
Most the basic statistical series dealing with the 
various aspects our economy are sense marketing 
data that they are being used for market analysis 
various types. The Standard Industrial Classification, 
however, has found its widest and most useful application 
the classification economic activities inherent 
manufacturing. propose, therefore, confine the term 
marketing data this area. 


the area manufacturing, various subjects can 
interest us, all which could the basis classi- 
fication system. might interested the organi- 
zation (such corporations, partnerships, etc.) plants, 
what the statistician calls the manufacturing establish- 
ments; their products; materials used them; 
the processes which they employ; the types their 
customers; occupations their workers and employees; 
and forth. 


important keep mind that the basis focus 
the Standard Industrial Classification the product, 
although for few isolated industries other character- 
istics, such materials processes used type 
customer, are the basis classification. However, for 
all practical purposes the determining factor classi- 
fication the Standard Industrial Classification the 
product. 


Manufactured products appear, statistically speaking, 
first individual product items. the 1947 Census 
Manufactures more than 6500 individual products were 
named the different Census schedules. example 
individual product would "galvanized steel wire 
nail." These individual product items are grouped into 
about 1000 product classes. The galvanized steel wire 
nail goes the product class "nails, spikes and brads" 
together with number other related products, such 
cement-coated steel wire nails, copper brads, steel 
cut spikes, and forth. 


The 1000-odd product classes are turn combined into 

about 450 higher-order product groupings which from this 
point are called industries. This the finest industry 
breakdown the S.I.C.; and since industries this level 


are characterized 4-digit numbers, they are often 
called the 4-digit industries. Most these 4-digit indus- 
tries are exactly the same thing product classes; that 
is, they are made only one single product class. 
For example, the nails and spikes industry defined 
solely the product class "nails, brads and spikes." 
Other industries the same level consist more than 
one product class, but none consists more than 
product classes. The products which define industry 
are known statistical parlance the industry's 
primary products, groups primary product 
classes. 


The 450-odd 4-digit industries are combined further into 
141 industry subgroups. The 4-digit nails and spikes indus- 
try, No. 3481, goes into industry subgroup 348, 
wire with the wire work, n.e.c., 
industry, No. 3489. 


The industry subgroups are combined into major 
industry groups (the 3-digit fabricated wire products 
group, No. 348, goes into major industry No. fabri- 
cated metal products"), which are commonly referred 
the 2-digit industries; and all the major indus- 
try groups make the total manufacturing aggregate. 


realize that this picture product orientation and 
numerical organization the familiar most 
you, but have sketched order emphasize the 
product aspects this classification system. Manu- 
facturing activity could have been classified also the 
basis other characteristics; but for some generally 
good and sufficient reasons, product was chosen the 
basic design the 


its product focus kept mind, may readily 
understood that the particularly suitable, and 
will generally give the best results and the cleanest 
statistics, when used classify industrial products. 
Obviously, all the manufactured products the country 
are taken and sorted into the various S.I.C. industries, 
there is, least concept, place pigeon hole for 
each one them any level the system. nail, for 
example, fits nicely into the nails and spikes industry, 
while piece wire fencing falls easily into the wire 
drawing industry. There trouble, confusion, 
inaccuracy. After all, the S.I.C. based upon products, 
and when the system used for classifying products 
works its best. 


Difficulties begin arise, however, when the S.I.C. 
used for something was not specifically designed for-- 
for example, when used not for classifying industrial 
products but for classifying industrial establishments 
plants. Since industrial establishment, plant, 
generally the smallest unit reporting industrial data and 
since these are not susceptible further subdivisions 
(except the case value total production ship- 
ments which can broken down easily into the individual 
product items), problem arises every time establish- 
ment turns out products which fall into more than one 
product category, industry. 


For example, there problem establishment pro- 
duces merely nails, brads spikes; obviously goes 

the nails and spikes industry. Similarly, establishments 
that merely make wire fencing would without question 
into the wire drawing industry; and each case all the 
other data pertaining those establishments, such 
employment, payrolls, value added, investment, cost 
materials, and forth, will also fall without question into 


the proper industry group. However, when establish- 
ment makes both nails and wire fencing--and this not 
uncommon--a problem arises because for its nails the 
establishment belongs one industry, and for its wire 
fencing belongs another. 


This old problem, and the customary way dealing 
with has been put into that industry which corres- 
ponds its largest amount production shipments. 
The primary product what the plant makes the most of, 
and the primary product that rules the plant's 
classification. The secondary products such plant, 
and all the production, employment, and other data 

that with them, follow the primary product, even though 
they belong different industry. Thus, the establish- 
ment made, say, percent nails and percent wire 
fencing, would classified belonging the nails 
and spikes industry. the proportions were reversed, 
would classified the wire drawing industry. 


far, good, it? Observe what really happens 
under this apparently reasonable rule industry classi- 
fication: this multiproduct establishment found 
the nails and spikes industry, the general 
establishment data for this industry (such employment, 
wages, value added, investment, product shipments, and 
forth) will obviously overstated data pertaining 
the wire fencing production that establishment. 
Simultaneously, the wire drawing industry data will 
understated the same data which have been put into 
the nails and spikes industry. 


the same time, there are still other plants which turn 
out secondary products (though very great quanti- 
ties) nails, brads and spikes, but which are classified 
some other industries because their products 
are something else again. Actually, more than per- 
cent all nails, brads and spikes are produced and 
shipped establishments classified belonging 
industries other than the nails and spikes industry, 
mostly the steel works and rolling mills industry. There- 
fore, the statistics for the nails and spikes industry are 
not only overstated data relating the wire drawing 
industry (among others), but they are simultaneously 
understated nails and spikes data which are buried 
the steel works and rolling mills industry and other 
industries, the same way wire fencing data are 
buried the nails and spikes industry. 


almost endless chain confusion and inaccuracy 
ensues, for the wire drawing industry statistics, turn, 
are incomplete because the wire fencing data that 
have been included the nails and spikes industry; and 
the steel works industry statistics (and some others) are 
overstated because they contain nails and spikes data 
which not belong there, and and forth. 


this connection must mention another shortcoming 
most our industrial statistics, and that the absence 
information internal, so-called captive, pro- 
duction. Generally, establishments are classified the 
basis their end products, without regard inter- 
mediate products made and used the same plant. 


For example, might think hypothetical establish- 
ment producing prefabricated houses comprising 
three types operations, (a) milling operation, where 
lumber cut into the required lengths and shapes, and 
finished; (b) nail-making operation, where nails are 
made for the establishment's own use; and (c) 
operation, which the cut and finished 


lumber nailed together with the nails 
into panels sections for prefabricated houses. 


Since our industry statistics generally take their cue only 
from end product shipments, the entire establishments, 
including all three its operations, classified this 
basis belonging the prefabricated wood products 
industry (No. 2433). Actually, the plant also engaged 
two other S.I.C. industries: the general sawmills and 
planing mills industry (No. 2421) and the nails and spikes 
industry (No. 3481). However, all the product and other 
establishment data these intermediate operations 
belonging these two industries are lost, being sub- 
merged the data the prefabricated wood products 
industry. 


For some types economic statistical analysis that 
may not too objectionable. However, from the point 
view the industrial marketing and advertising pro- 
fessions, can very serious thing. Assuming that 
you, your employer, your client are the business 
producing selling nail-making machinery, existing 
statistics the nail and spikes industry will give you 
picture less than percent your potential market. 
You cannot obtain any establishment data pertaining 
the nail-making activities carried plants classified 
industries other than the nails and spikes industry, 
even though these establishments may (and do) ship 
sell nails commercial channels direct and open 
competition with the plants that are actually classified 
belonging the nails and spikes industry proper. 
addition, has just been shown, our industry data suffer 
from second type statistical blackout; namely, from 
almost complete disregard product and other 
establishment data for so-called captive internal 
operations. 


summarize the general case terms the nails and 
spikes industry example, the true market potential the 
producer seller nail-making machinery not con- 
fined (a) the establishments which are classified the 
nails and spikes industry. There much bigger 
additional market for such machinery among (b) the 
establishments other industries which are engaged 
secondary way the making and selling nails, 
especially the steel industry; and among (c) those 
plants any industry which make nails solely for their 
own internal uses. Only the first these three parts 
the true market potentials can identified from existing 
data the nails and spikes industry. 


Obviously, here case which the use the 
yields data which are not adequate for marketing, although 
the problem which has arisen from the use the S.I.C. 
for purpose for which was not designed has been dealt 
with reasonable fashion. Unfortunately, the example 
that have given you neither isolated nor extreme. 
Those you who are interested the technical aspects 
the problem may find further details report the 
Subcommittee the Census Manufacturers the 
Advisory Council Federal Reports, entitled "Improve- 
ment Census Manufactures Industry Statistics," 
which was reprinted the February 1955, hearings 
the Joint Committee the Economic Report. served 
the Secretary this Subcommittee. evident from its 
title, this report deals with the industry statistics the 
Bureau the Census. Since our next speaker the 
Director the Bureau the Census, anticipate that 
may tell you something about the new tabulation plans 
which his Bureau has adopted for the 1954 Census 
Manufactures response the recommendations our 


Subcommittee, and which all hope will long way 
towards improving some aspects this situation. 
said earlier, this problem long standing and 
great difficulty, and great deal further work will 
have done the future. hope that your 
profession, one the principal users industrial 
statistics, will able participate this work. 


have given you this example not order criticize 
embarrass the Bureau the Census, but because the 
industry statistics the Bureau Census offer the 

best illustration the point that wanted make. 
have indicated, use the Bureau the Census the 
for product classification has been very successful, 
but its use for establishment classification has been much 
less so. Thus, the question posed the title talk, 
"Can the Yield Accurate Marketing Data," can 
answered with qualified yes, the qualification being "if 
the system applied data which are conceptually 
harmonious with those upon which the system was based." 
the production pattern each manufacturing plant 
stays within one the product classes product class 
groupings that make the various industries the 
system, such harmony exists and the use the 
S.I.C. gives accurate and ciean industry breakdowns 
establishment data. Actually, that the case with the 
numeric majority the industrial establishments the 
country, but there are enough them with more diversi- 
fied patterns output put substantial number 
industry statistics into the doubtful inaccurate cate- 
gories. 


now digress problem which, told, has en- 
gendered considerable discussion, not controversy, 
industrial marketing circles. This the problem 
classifying subscribers industrial publications. 
understand it, the question issue whether the 
system classification should used classify sub- 
scribers, some other system. approaching this 
subject matter gingerly, not consider myself 
qualified contribute anything but few technical ob- 
servations which may some help the deliberations 
others. 


Since the classification procedure implies this instance 
the identification the individual subscriber with the 
plant, establishment, firm where works, the prob- 
lems that are faced this connection are basically the 
ones that arise the classification industrial estab- 
lishments firms for other statistical purposes, which 

have described earlier. Nevertheless, even under 

these circumstances seems, first glance, that the 
use the S.I.C. offers one advantage that any other 
uniformly applied classification system does not provide, 
namely, conformity with government statistics. However, 
becomes necessary this point raise the practical 
question whether the industry code used the 
government for each particular plant known. not-- 
and far informed the Bureau the Census and 
other government agencies consider this confidential 
information not divulged third parties--the assign- 
ment industry codes must performed others. 
the basis the information ordinarily available, this 
apt job that often takes the dimensions 
guess and may, significant number cases, fail 
duplicate the government's procedure, especially when 
involves determination the finest, 4-digit, S.I.C. 
industry breakdown. Thus, the result using the S.I.C. 
this situation may not only spurious accuracy but 
spurious conformity well. 


cannot help speculating what industrial classifications 
some subscribers working various General Motors 
plants may end up. Many our plants are the motor 
vehicle and parts industries; but there are substantial 
number them which, although engaged making things 
that into automobiles, are such industries gray- 
iron, malleable iron, non-ferrous foundries; cutting 
tools, jigs, and fixtures; hardware; radios and related 
products; storage batteries; engine electrical equip- 
ment; lighting fixtures; ball and roller bearings; 
rubber; wire drawing. When add that our 
Frigidaire, diesel, aircraft engine, and ordnance opera- 
tions, add quite number other varieties. many 
cases the classification products individual plant 
according the S.I.C. code book and its allocation 
that basis particular industry are highly technical 
matters that are not often understood even people 
working that plant. meeting the American 
Statistical Association yesterday, had occasion point 
out that the notions which plant managers other 
personnel entertain the industry (in the statistical 
sense) which their products and plants belong are 
sometimes variance with the official verdict; and even 
different government departments are said 
ing the same plants different S.I.C. industries 
occasion. 


Whatever the decision may be, the choice that made 
will, unfortunately, not between imperfection and per- 
fection, but between different degrees types imper- 
fection. users statistics--and now speak any 
and all statistics--we cannot always escape such choices; 
fact, feel very strongly that should not, even when 
can. With absolute perfection being out reach 
statistics much most other fields, the 
users statistical data must face responsibility for the 
quality statistics which utilize our work. 
believe this requirement our professions, 
whether economics, market analysis, other 
fields the social sciences. But order for face 
this responsibility--which most have neglected 
some the time, and some most the time--two 
things are necessary: 


First, must determine our own tolerance statistical 
inaccuracies; or--putting another way--we must 
establish our own standards statistical accuracy. 
These may different for different purposes; but what- 
ever they may turn out be, must aware them 
and observe them scrupulously. 


Second, since obviously impossible for each and 
every one investigate novo the quality every 
statistical series use, must urge the statistical 
source agencies, both private and governmental, 
develop measures statistical quality for their series, 
and publish them proper prominence with the statis- 
tical series which they pertain. daresay shall 
find ready response this the part the better 
statistical source agencies, and the welcome mat out for 
our serious cooperation task great difficulty and 
undoubtedly often slow progress. Some promising be- 
ginnings have already been made. The Bureau the 
Census has pioneered this area with the development 
primary product specialization and primary product 
coverage ratios for its industry statistics, which are 
some measure quality indicators. response the 
recommendations our Subcommittee Census Industry 
Statistics, these quality ratios will lifted from the 
obscurity appendix and displayed more prominently 
the 1954 Census alongside the statistical tables 
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which they refer. The Census Bureau has also for 
number years published measures standard error 
those its series that were based upon sampling pro- 
cedures rather than full coverage, practice that 
should find wider imitation. 


With the desire the users statistics take responsi- 
bility for the quality their statistical tools, with reali- 


zation the need quality measures and controls 
the part the purveyors statistics, and with cooper- 
ation both sides, believe that will achieve 
greater confidence and wider acceptance the work 
all our professions. time may even lay the 


ghost the saying that anything can proved with 
statistics. 
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THE SIC FROM THE VIEWPOINT 
THE CENSUS BUREAU 


Robert Burgess 
Bureau the Census 


Previous speakers have discussed the use the SIC 
helping direct sales effort toward the companies and 
establishments which can reasonably expected 
the best customers. Since the viewpoint the Census 
Bureau not controlled any one use its results but 
reflects the principle greatest value the whole for 
all users, should like direct attention the situations 
that face the Bureau when lays its plans for new 
Census revision the underlying framework for 
censuses. 


Fundamental Nature and Significance Classification 


The primary function the Census Bureau collect, 
classify, summarize, and publish quantitative facts about 
the inhabitants the country and their activities. These 
facts enable government agencies, business organizations, 
and everybody concerned grasp the real nature the 
people and their activities basis for making wise 
decisions. The first step after collecting facts about 
individuals business establishments classify them 
some basis that will assistance users. Among 
the bases classification business establishments, 

the following have been found significant: 


(1) Geographic location. 


(2) Size measured number employees, capital in- 
vestment, number establishments per enterprise, 
otherwise. 


Economic Sector: main classes such trade; manu- 
facturing; extraction natural resources; con- 
struction; transportation; rendering professional, 
recreational business services. 


~ 


Manufacturing Sector. The main classes into which 
manufacturing activities are divided conform large 
part the way manufacturers have grouped them- 
selves. The classification pattern has clearly been 
influenced number factors, including 


(a) Nature materials going into products; e.g., 
textile fibers, leather, metals. 


(b) Processes employed manufacturing operations; 
e.g., wire drawing. 


(c) Characteristics products produced; e.g., 
machinery, chemicals, electric appliances. 


(d) Type individual organization which uses 
buys the product service; e.g., railroads, 
private households, other manufacturers, con- 
struction firms. 


(e) End use product service. 


Competitive relation products. 


These characteristics are used different ways 


building the hierarchy classes found the Standard 
Industrial Classification. Time does not permit going 
through the latest version and pointing out exactly how 
distinctions between different classes, subclasses, and 
sub-subclasses are made according one the other 
the above characteristics. single illustration, 
let refer major group 33, primary metal indus- 
tries. This major group distinguished from others 
partly the basis materials going into products, that 
say, metals. But the distinction between major 
group and major group (fabricated metal products) 
also made partly the basis process employed. 
Major group distinguished from other major groups 
using metals partly the basis characteristics 
the products. The third digit the code number depends 
part materials (ferrous versus non-ferrous) and 
part processes (primary processing, secondary 
smelting and refining, rolling, drawing, and alloying). 
The fourth digit depends part the metal going into 
the product (copper, lead, etc.), part the exact 
process employed (electrometallurgical process), 
part type product (welded and heavy riveted pipe). 
For the last item, establishments are separated ac- 
cording whether they use purchased skelp whether 
they produce this basic material themselves. 


This illustration serves bring out that classification 
the SIC does not follow simple pattern based two 
three logical distinctions. broad sense, the basis 
for the classification grouping together similar 
products establishments engaged similar activities. 
But "similar" means similar number different 
senses move from class class. Classification 
follows what manufacturers choose rather than 
constituting preassigned pattern which operations 
must conform. Suggestions for changing the industrial 
classification must pay primary attention, therefore, 
the actual grouping products and activities and only 
secondary consideration patterns that seem logical 
from some theoretical view. 


What have now the SIC represents gradual de- 
velopment from 1810 1945. 1810, the first Census 
Manufacturers, each State reported separately, and 
there were considerable differences the list 
manufacturing. Vermont, oddly enough, 
went beyond the other States using subclasses, well 
classes. 


should view the SIC, therefore, device developed 
step step serve the needs users. This device 
generally believed useful, but the classification 
should adjusted from time time reflect changed 
conditions and experience the use earlier versions. 
Under the circumstances, the process revision 
peculiarly important. For this reason, government 
statistical organizations make special efforts secure 
from businessmen information about their actual operating 
conditions. Information that has bearing the statisti- 
cal objectives classification separated from ex- 
traneous comments that seem spring from the way 
changes classification might affect taxation, zoning, 
application labor regulations, other non-statistical 
factors. 


The revision now under way is, think, the most elabo- 

rate effort yet made. assist this revision, advisory 

committees providers and users information have 
been arranged and provision has been made for review 

government agencies which use industrial classification 

the basis for their own statistics for administrative 


purposes. considering changes, perennial question 
whether classifications should revised fit new 
products, new organization, new operating practices, 
whether classifications should retained preserve 
comparability new results with earlier results. 
the one hand, should recognize the advisability 
changes remedy defects the present classification. 
the other hand, however, should keep mind the 
advantages, both for current use and for historical com- 
parisons, uniformity the classifications used 
different government organizations for different 
purposes. Even when difficulties assembling infor- 
mation from different sources have led considerable 
differences between the working definitions and degree 
sub-classification employed for different purposes, the 
permanence the general framework preserves most 
the general value uniformity classification. 


Principal Uses the SIC 


Since the development the present SIC and the deter- 
mination desirable revisions depend the balancing 
needs different users and uses, appropriate here 
outline the different uses. The principal uses may 
divided according uses business and labor; uses 
government administrative defense, and 
broad economic planning; uses research organizations 


and university economists; and uses the general public. 


(1) Uses Business and Labor 


(a) make comparisons the activities and 
characteristics company with those other 
companies assist management measuring 
its long-run position and current changes. 

(b) serve framework facilitate judgment 
changes activity, profits, and employment 
different localities under various conditions. 

(c) make marketing analyses and plan sales. 


(d) direct advertising the media best adapted 
the company's needs. 


(e) locate sources materials and supplies. 
determine best location new plant. 
(2) Government uses administrative fields 


(a) determine manpower requirements and place- 
ment workers. 


(b) administer the fair labor standards act. 

(c) derive estimates returns from taxes and 
probable expenditures projects service 
business. 

(d) formulate Anti-trust and Monopoly Policy. 


(e) render special assistance small business. 


prepare drafts legislation national, State, 
and local levels. 


(3) Government uses for defense purposes 


(a) control the flow materials wartime. 


(b) locate strategic establishments order 
plan defense against bombing and evaluate 
bomb damage. 


(c) locate actual and potential suppliers de- 
sired munitions and other supplies. 


(d) determine industrial potential the nation. 


(4) Government use determining broad economic policy 
(a) establish valid economic indicators. 
(b) detect trouble spots. 
(c) measure general productivity. 


(d) make other basic analyses for appraisal 
National Economic Prospects. 


(5) Use research organizations 


Similar uses listed above, especially (1) and (4). 


(6) Use the general public 


(a) keep informed activity different 
tries, different parts the country. 


(b) locate sources supply for individual needs. 
(c) visualize the universe economic action. 
(d) understand historical trends. 

Way which the SIC should used 


Since the balancing considerations back the Standard 
Industrial Classification results groupings which are 
less than ideal from particular points view, special 
adjustments need made give the best feasible 
results for any particular purpose, such planning 
opinion, stretch the significance the bonds between 
different products and different groups products 
establishments which have been formalized for statistical 
convenience. The term used the classifi- 
cation should not assumed equivalent some 
arbitrary concept which might seem logically attractive 
find basis for developing symmetrical and uniform 
scheme for enforcing some law. suggest that before any 
such line thought gets out hand, before gets 
more than tentative start, the philosopher lawyer 
should review carefully what said Census reports 
and elsewhere the meaning and historical develop- 
ment the concept "industry." 


aid such analysis the closeness the tie 
between the different establishments assigned indus- 
try, the reports the 1947 Census Manufactures and 
the forthcoming reports the 1954 Censuses will show 
for each class establishment the specialization and 
coverage ratios. That say,these reports will show 
(1) the percentage the production the industry which 
represented its primary products, and (2) the per- 
centage the national production these primary pro- 
ducts actually turned out that industry compared 
with the total production these products all indus- 
tries. These percentages and the "Table shown for 
each industry are prime importance understanding 


the significance the tie established industrial 
classification and should kept mind any use 
Census Manufactures results. 


stated yesterday the American Statistical Associa- 
tion colleague, Mr. Maxwell Conklin, only about 
percent the value added manufacture 1947 was 
contributed establishment classes with less than 
percent specialization. For these classes may that 
the term implies closer similarity than really 
exists and should replaced, the term 
indicate group establishments which complete 
classification. 


One point which the producer equipment must investi- 
gate separately analyzing his market the degree 
integration different plants. The average ratio 
value added shipments for industry may conceal 
large variation this ratio for the individual establish- 
ments the industry some establishments are merely 
assemblers and others are fully integrated. great deal 
can inferred the extent integration analysis 
the ratio the value added shipments and the ratio 
payrollto shipments. has seemed impracticable 
far try get direct report extent integration 
from manufacturers, form that could used 
system statistical analysis. 


the case classifications labeled "not elsewhere 
classified" obvious many cases that the establish- 
ments covered are two more different types and the 
group calls for special treatment. would unsound 
assume without further individual scrutiny that each 
the establishments such cell used the same materials 
equipment shipped customers the same type. 


For purposes revision the SIC, helpful know 
the use made planning managing sales efforts. 


Such knowledge will one the elements consider 

seeing regroupings present industries are desir- 
able. Needless say, some particular cases change 
desirable from the sales point view may prove unde- 
sirable from the point view other uses; and final 
decision will call for weighing various factors. 


aid understanding what have been aiming 
the previous discussion, and also summary, should 
like state four fundamental principles revision and 
use classifications industry: 


(1) The present SIC represents the culmination long 
series revisions and adjustments groupings, and 
great deal statistical information has been expressed 
terms this classification. For these reasons, 
changes which radically alter the assignment large 
groupings products should made only after analysis 
various points view and careful weighing argu- 
ments pro Trying out proposed changes through 
the use data from the 1954 Census results should 
major element this analysis. 


(2) Instances unsound inferences from tabulations based 
the present SIC should analyzed see more 
careful explanation the basis used 
nating use the present explanations would overcome the 
difficulty. 


(3) Instances inadequacy present tabulations may 
cured collecting and publishing supplementary infor- 
mation; such supplementary information may ultimately 
result expansion present reports made avail- 
able informally. 


(4) Anyone using the Standard Industrial Classification 
(or tabulations based this classification) should make 
such consolidation modification will help make 
the classification more suitable for the desired use. 
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METHODS FOR DETERMINING 
THE MARKETS FOR NEW PRODUCTS 


sample seminar industrial marketing pre- 
sented the Industrial Marketing Group the 
Philadelphia Chapter the National Convention 
the American Marketing Association, 
December 28, 1955. 


The purpose this seminar was explore the various 
techniques which had been used members the Group 
determining the markets for new products. This was 
being done through the presentation selected case 
histories members the Group, each followed 
discussion which attempted evaluate the methods used, 
suggest alternate methods that might have been used, 

and cite other examples from the experiences the panel 
members, which the methods illustrated the case 
history proved useful. 


synopsis the case histories follows: 


CASE company wished determine the market for 
clad steel coal handling equipment. This was 
done using data power production esti- 
mate coal consumption, and from average bunker 
specifications, the number use and the ton- 
nage steel required for their construction. 
The approach combined the use published 
industry data and conversion factors developed 
through the company's own research efforts. 
Young, Lukens Steel Co. 


CASE The decision produce and market new type 
industrial truck was based upon findings 
regarding the degree need industry for 
such equipment and the acceptance similar 
competitive equipment. Appropriate information 
was developed through series depth inter- 
views with selected personnel prospective 
customers. Minelli, Yale Towne Mfg. Co. 


CASE III manufacturer refrigeration and air-con- 
ditioning equipment considered the development 
small capacity, automatic ice-making 
machine for commercial, industrial, and insti- 
tutional use. The decision proceed rested 
upon evaluation the economic utility this 
product the prospective customer. survey 
was conducted through mailed questionnaires and 
personal interviews. Kartorie, York Corporation 


CASE company wished determine the market for 
vibrating-screen type separator before adding 
this additional product limited geo- 
graphical area. doing this the company would 
acting sales agent for that product ina 
specific locality. Leopold, John Roebling's Sons. 


PANEL MEMBERS 


Edward Bloom 
Sun Oil Co. 


Francis Parker 

Product Planning 

Radio Corp. America 

Jan Bralts 

Hollingshead Corp. Arthur Parkinson 
Electric Service Mfg. Co. 

Ralph Crane 

Chemicals Div. Thomas Peacock 

duPont The Electric Storage Battery 

Co. Co. 


John Picou 
Atlantic Refining Co. 


Edwin Frazier 
Armstrong Cork Co. 


Morgan Homewood,Jr. Leonard Sherman 
Baker Chemical Co. Polychemicals Department 
E.I. duPont Nemours Co. 
Robert Hull 
Atlas Powder Co. Ernest Staiger, Jr. 
Kaiser Metal Products, Inc. 
Valentine Kartorie 
York Corporation Edward Verity 
Lukens Steel Co. 
Harry Leopold, Jr. 
John Roebling's Sons 


Corp. 


Thomas Young 
Lukens Steel Company 


Frank Minelli 
Yale Towne Mfg. Co. 


LONG-RUN RELATIONSHIPS EXPENSE AND 
GROSS MARGIN DRUG STORES 


Frank Bass 
University Texas 


The purpose this study determine what happens 
the expenses and gross margins drug stores rela- 
tive the expenses and gross margins other drug 
stores with the passage time. these stores with 
expenses gross margins far above far below the 
average for the trade given year tend maintain 
this position, they tend move closer the 
average 


Expenses and gross margins per cents sales for 
several hundred drug stores were arrayed and divided 
into quartiles. Using the quartile averages summar- 
ize the general direction and magnitude the change 
the expenses and gross margins, one may trace any 
general tendency movement the stores subse- 
quent years. When the process just described 
applied the drug store data available for the period 
1948-1952, three general tendencies are observed. First, 
there consistency position for each quartile: the 
average value for each the quartiles remains the 
same relative position. That is, the average values 
the stores quartiles one, two, three, four the 
original year array maintain the same relative rank 
succeeding years. Second, the year-to-year change 
over the whole period varies according the quartile 
group the year array. Third, there general 
tendency for the stores with expenses and margins 
farthest removed from the over-all average the year 
array move closer the average with the passage 
time. 


This third tendency occupies the focus attention here. 
This tendency has been thoroughly examined. not 
believed that this tendency the result sampling 
errors other data irregularities. Furthermore, this 
tendency was found exist other types retail in- 
stitutions--clothing stores, department stores, hardware 
stores, and banks--more than thirty years ago Horace 
Secrist, then Director the Bureau Business Re- 
search Northwestern University. The fact that the 
same tendency observed Secrist has now shown 
another retail area seems indicate that the tendency 
general. 


Mediocrity tends prevail the conduct com- 
petitive business. This the conclusion which 
this study costs (expenses) and profits thousands 
firms unmistakably points..... Rivalry charac- 
terizes the efforts those who continue endure. 
This marked struggle the same over- 
lapping markets, for portions large small the 
dollar, and conducted methods 
slavishly alike, the net effect which that rela- 
tive advantage and disadvantage tend dissipated 
and mediocrity become the rule. 


evident from this quotation that Secrist felt that the 
explanation for the observed phenomenon lies the 
market. his view retailers, order satisfy the 
market and remain business, are forced conduct 
their businesses methods which are "slavishly alike." 


His conclusions about the reasons for the phenomenon 
which labeled "regression type" seem open ques- 
tion, however. 


Since there are many influences operating expense 
and gross margin, possible analyze the "causes" 
for the observed phenomenon only rather crude way. 
attempt was made, however, determine the 
dominant influence for the changes percentage ex- 
penses for several stores. This analysis leads two 
major conclusions: (1) the major element associated 
with decreased expense increased sales, and the 
major element associated with increased expenses 
increased dollar labor expense. (2) Stores with high 
percentage expenses given year are more likely 
experience sales increase which offsets the upward 
pressure dollar expenses than are those stores with 
low percentage expenses. This fact may account some 
extent for the "regression phenomenon. 


conclusion, seems safe affirm for drug stores 
the findings Secrist other lines retail trade: 
Those stores whose expenses gross margins are far 
removed from the average for the trade will tend move 
closer the average with the passage time. seems 
less certain, however, that Secrist's reasons for this 
phenomenon are correct. Whether this tendency 
result forces "uncontrollable" the retailer, 
whether something produced the retailer's own 
decisions independently from outside forces, whether 
perhaps even blending the two causes not yet 
conclusively clear. 


Horace Secrist, The Triumphof Mediocrity (Chicago: 
Northwestern University Bureau Business Research, 
1933) 


SEGMENTAL MARKET COMPETITION: 
ANALYSIS INTRA-MARKET BEHAVIOR 


Lloyd DeBoer 
University Illinois 


The dissertation undertakes two things: (1) the examina- 
tion and development the concept market segments 
and their meaning competitive theory and the opera- 
tions business firm, and (2) analysis data for 
selected products designed determine the existence, 
nature, and competitive meaning market segments. 


Early market strategy for most firms was distribute 
the product produced large enough market con- 
sume the output. Gradually marketing strategists re- 
cognized the desirability producing product which 
was differentiated from its competitors. They now re- 
cognize the importance examination and specific de- 
finition the demand side the market for product, 
since what was considered single market really 
composite several markets market segments. 


Three issues need examination develop the concept 
market segmentation: (1) classification and identification 
market segment; (2) determination whether mar- 
ket segments can developed whether they are 
existence and are just waiting for imaginative mar- 
keter find them and tap them for brilliant success; 
(3) the relationship market segmentation product 
differentiation. 


Some common characteristics used describe market 
segment are spatial dimension, such geographical 
regions, socio-economic groupings, such income. 
Naturally each firm will find and use characteristics 
which are especially suited its operations. deter- 
mine the exact limits for market segment, the ultimate 
basis must consumer behavior with respect pro- 
duct already the market one marketed. 


The ultimate market segment for product already mar- 
keted the smallest division, such spatial socio- 
economic, the market which acceptance 
product brand judged significantly different from 
that other segments and relatively homogeneous. 
This approach assumes the consumer has enough choices 
find one which closely fits his needs and desires. 
Thus, differentiation made without knowledge seg- 
mental characteristics may succeed revealing seg- 
ments, but the basis revelation will random, even 
accidental, certainly not sharp. 


Perhaps more rewarding opportunity exists when 
seek discover real market segments which could 
should exist for product. Market segmentation, thus 
integrated into firm's marketing strategy, may lead 
more rather than less sharply differentiated products 
which should make strong appeal, i.e., closer fit 
the needs and desires consumers defined market 
segment. 


Whether market segment exists can created has 
important bearing the marketing strategy adopted 
afirm. Firms practicing product differentiation 
assume that market segment can created the 
sense that market can developed for their differ- 
entiated products heavy emphasis promotion and 
advertising. Those following the guidance market 
segmentation seek learn the nature and character 
already existing market segments and then create 
product designed appeal and sell them. Here the 
emphasis merchandising. 


The second part the dissertation attempt 
study segmental markets the basis observed be- 
havior for selected products. illustrate shall 
discuss but one the products: frozen concentrated 
orange juice. 


The first analysis examination sales five 
geographical regionsin the United States. Each region 
important market segment. 1949 the Northeast 
region, with approximately 30% the nation's 
income, retail sales, and food sales, consumed 63.4% 
the product; the Pacific region, with about 10% 
these factors, consumed 3.3%. 


The second analysis examination brand position 
and share among these regions. This analysis raises 

the issue whether brands product are market seg- 
ments. After careful consideration the author concludes 
that brands are not market segments. 


The existence substantial brand-share differences 
among the regions confirms the existence important 
market segments but does not necessarily create them. 
Substantial shifting brand positions over time also 
occurs. five-year period one well-known brand 
dropped from third sixth position, while less well- 
known brand rose from seventh the top position. 


There also appears erosion brand leadership 


measured brand share. This erosion was not uni- 
form among the five regions. 1949 three brands ac- 
counted for more than 75% the product consumed, 
whereas 1953 seven brands were included the same 
percentage the consumption. 


These analyses over time indicate very clearly that 
necessary reappraise continually the boundaries 
and importance market segment. There some 
evidence indicate that over time market segments 
tend disappear unless their differences are recog- 
nized and cultivated producing and selling product 
that differentiated fit very closely the needs and 
desires particular market segment. 


CONSUMER INFORMATION CHANNELS 


George Fisk 
University Pennsylvania 


Purpose and Method 


This report presents three hypotheses suggested 
the findings pilot study consumer information 
channels, together with few their implications 
for marketing management. 


These hypotheses are based data obtained from 
block cluster sample 595 meal planners. Sample 
interviews are drawn from finite universe con- 
sisting all occupied dwelling units single 
census tract located Norristown, Pennsylvania. 
Probabilities selection are proportional the 
number dwelling units the block drawn without 
replacement blocks. 


Major Hypotheses 


The findings this survey are presented hypo- 
theses because they are generalized larger popu- 
lations and because the evidence upon which they are 
based has not been independently retested other 
surveys. These hypotheses are follows: 


The probability purchase learning about 
new product varies directly with the propensity 
communicate. 


The tendency talk other persons about 
food and recipes shopping trips, infor- 
mal groups, and meetings formal or- 
ganizations may called the propensity 
communicate. 


There almost unambiguous rank order 
which information channels are mentioned 
meal planners, the propensity com- 
municate measured differences the 
number and kind information sources 
which meal planners are exposed. 


single numerical score tells not only how 
many channels, but exactly which ones these 
people are exposed to. This called their 
scale score. 


Respondents are divided into five types de- 
pending upon their propensities communi- 
cate indicated their scale scores. 


These include maximal, supernormal, normal, 
sub-normal, and minimal communicators. 


The proportion meal planners who buy 
learn about new products seven-day 
period varies directly with the propensity 
communicate. 


Both the proportion who buy and the propor- 
tion who learn about new products are highest 
among maximals and decline continuously 
with decreasing propensities until they reach 
their lowest point among minimals. 


Media through which meal planners learn new 
products vary with the propensity communi- 
cate. 


Persons with low communication propensity 
(minimals) will tend limited primi- 
tive direct experience for their new product 
information. Store shelves receive the 
highest proportion mentions among mini- 
mals, many whom may experience diffi- 
culties making even the simple abstractions 
required word and picture symbols. 


Persons with moderate propensities com- 
municate will tend exposed moder- 
ate variety mass media and informal 
groups, well personal experience. 
Relatives are apt mentioned more often 
these people than other types. 


Persons with strong propensity communi- 
cate (maximals) will tend receive im- 
pressions through wide variety media 
including formal social organizations. They 
are apt mention shows, magazines, 
formal organization meetings, and friends 
relatively more often than persons with lesser 
communication propensities. 


Information media appear fill two principal 
social functions: 


The familiar function accelerating and 
multiplying the transmission new product 
and price information, thus influencing pro- 
duct acceptance failure. 


The function expanding the frame re- 
ference for judging the goodness badness 
new products with minimum effort 
all types consumers. 


Implications for Marketing Management 


Variations new product acceptance may 
related communication propensity. 


Purchases new food products are most 
frequent among maximal communicators. 


Maximal communicators receive information 
from more sources than all lesser types. 


The reactions maximal communicators may 
magnified versions what will ultimately 
the prevailing attitude because these 
sons influence and are influenced more 


people than are other types communicators, 


Communication propensity analyses could in- 
cluded critical media reports estimate the 
relative ability each medium reach people 
who will disseminate most widely the market 
information the medium conveys. 


The importance medium best mea- 
sured the total number persons who 
respond messages transmits. 


Advertising media which may disregarded 
because small audiences may have low 
costs per customer because the messages 
are widely relayed persons whose prestige 
assures that their suggestions will acted 


upon. 


Conversely, advertising media which have 
large audiences may overrated. 


AUTOMOBILE FRANCHISE AGREEMENTS 


Charles Hewitt 
Indiana University 


Objectives 


Since about 1903 the vast majority both new and 
used cars have been sold through dealers and dis- 
tributors having franchise agreements with the 
various automobile manufacturers. The central pur- 
pose this study explore the legal and economic 
history automobile dealer franchise agreements 
and make analysis the issues surrounding 
their use. 


Methodology 

Library reference material. 

Copies franchise agreements past and current. 

Reported law cases involving franchise litigation. 

Information obtained personal interviews with 
certain manufacturing officials and with limited 
number dealers. 

Trade and governmental publications. 

The study organized chronological basis 

showing the evolution franchise terms since 1903 


and analyzing the legal and economic factors that 
brought these changes about. 


Findings 


The findings are reported the form answers 
given five basic questions raised the study. 


When and why did the franchise agreement come into use 
the automobile industry 


The first "independent" franchised "agent" operated 
steamer and electric dealership 1898. about 1902, 
many the automobile manufacturers were distributing 
their cars through franchised "agents." 
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Certain economic characteristics the early automo- 
bile industry encouraged the adoption and spread the 
franchise agreement the automobile industry. Un- 
certainties relating production technology and short- 
age capital were two the principal reasons why 
most automobile manufacturers turned franchised 
"agents" for the distribution their cars. The manu- 
facturers needed ready cash market for their cars 
without having assume legal responsibilities make 
deliveries. 


Demand excess supply meant that cars were easy 
sell. The emphasis was production the early 
industry. The first franchise agreements were drawn 
the manufacturers meet their economic needs. 


What were the basic characteristics the early auto- 
mobile franchise agreements and how and why did auto- 
mobile franchise agreements change over the 


The first franchise agreements, 1900-1908. The 
early automobile franchise agreements were generally 
one year's duration. Dealers were designated 
and were given large exclusive sell- 
ing territories. 


these early franchise agreements, the manufacturer 
did not assume any express obligations deliver cars. 
There were, however, provisions disclaiming all 

legal liabilities dealers the event the manufacturers 
failed deliver cars. 


Early cancellation provisions gave cancellation privi- 
leges only the manufacturers. The franchises were 
subject cancellation any time, but the right can- 
cel was usually conditioned some type default 
the dealer. the early franchises there were few pro- 
visions designed give the manufacturers extensive 
control over their dealers. 


Automobile franchise agreements, 1908-1910. 
1910, the basic pattern found modern automobile fran- 
chise agreements was established. Franchise terms pro- 
vided that the manufacturers were not legally obligated 
deliver cars their dealers. Other terms provided 
that dealers were not considered legal 
their manufacturers. 


Many franchises contained terms which gave the manu- 
facturers unconditional rights cancel their franchise 
agreements notice--or short notice. Most fran- 
chises provided that notice cancellation automatically 
cancelled all unfilled orders from the cancelled dealers. 


Many reasons can listed show why the manu- 
facturers made these changes their franchise agree- 
ment provisions. Three these reasons are 
follows: (1) the success that dealers had certain law 
suits filed against various manufacturers; (2) cases 
which consumers won law suits against certain manu- 
facturers claiming that dealers were agents the 
manufacturers; and (3) the fact that 1910 there were 
many applicants for automobile franchises that the 
manufacturers could write franchise terms that pro- 
tected their own interests. 


Automobile franchise agreements, 1910-1920. Be- 
tween 1910 and 1920 few basic changes were made the 


provisions automobile franchise agreements. Ford 
Motor Company, however, reverted de- 
Signation for the relationship this decade. The main 


reason for this temporary deviation was allow Ford 
maintain retail prices and allocate retail trading 
territories with minimum risk being prosecuted 
under the antitrust laws. 


Automobile franchise agreements, 1920-1930. Some 
important changes took place the franchise agreements 


during the 1920's. Most automobile manufacturers 
adopted franchise agreements indefinite duration 
subject cancellation any time "with without 
cause." Most franchises provided for 30-day notice 
periods before cancellation became effective. Dealers 
were also given the right cancel any time. This 
was done possibly make the franchise agreements 
appear less one-sided. 


Some the major manufacturers began vigorously 
enforce provisions requiring that their dealers not 
handle competing products. "Took competing line" 
was the chief cause dealer cancellations according 
the files the major manufacturers. Under the pro- 
visions the 1926 General Motors franchise, for 
example, dealer could cancelled ten notice 
handled competing products. 


After 1920 the economic characteristics the industry 
changed. The supply automobiles exceeded the demand. 
The used-car problem arose the major cause 
dealer business failures. about 1925 most automobile 
manufacturers recognized that their major problems 
were those distribution. 


New franchise provisions and new policies were adopted 
the major manufacturers effectuate more control 
over distribution. The manufacturers also introduced 
new provisions reduce some the losses dealers ex- 
perienced cancellation. Most manufacturers gradu- 
ally extended the advance-notice period for cancellation. 


Automobile franchise agreements, 1930 World War 
Il. The trend franchise agreement terms towards 
more manufacturer control their dealers and more 
manufacturer loss-sharing cancellation continued 
the 1930's. Several related factors contributed this 


trend. 


The great depression probably caused many manu- 
facturers adopt more effective control measures over 
their dealers. The depression also induced the manu- 
facturers take further steps alleviate the losses 
their dealers experienced cancellation. The average 
investment required dealers increased sharply after 
1920. 


Dealer trade associations (particularly NADA) became 
politically active during this period. The political 
pressure NADA exerted was probably important 
factor leading the Federal Trade Commission investi- 
gation the automobile industry 1938. The compre- 
hensive F.T.C. Report the Motor Vehicle Industry 
1939 vigorously condemned automobile franchise agree- 
ments being inequitable many respects. 


During this same period there were several antitrust 
proceedings against some the major automobile manu- 
facturers. some these antitrust cases (and other 
cases not involving the antitrust laws), major courts 
condemned automobile franchise agreements 
sided" and "inequitable" contracts. The courts also 
criticized and condemned the control that various manu- 
facturers exercised over thousands "independent 
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(dealers). 


All these factors exerted pressure the automobile 
manufacturers effect additional changes their 
franchise agreements. The manufacturers also changed 
some their policies. 


Automobile franchise agreements, World War 
1955. The trend franchise agreement terms shifting 


larger share dealer cancellation losses the manu- 
facturers has continued into the present time. All auto- 
mobile manufacturers now obligate themselves buy 
back all new cars and parts (preceding three four 
models) one their dealers cancelled. Nearly all 
them also agree make certain payments their 
dealers new cars still stock wholesale (factory) 
prices are cut models are discontinued. 


least two major manufacturers agree assume 
portion any lease obligation their cancelled dealers 
may have. These same two manufacturers also agree 
give certain survivors deceased dealers 
one-year tryouts with deceased dealers' franchises. 


the suggestion the Department ustice, exclusive 
provisions were dropped from automobile fran- 
chise agreements 1949. The NADA currently sup- 
porting several bills that permit (by antitrust law 
tion) the reinstatement the "territorial security" and 
provisions the agreements. 


Some manufacturers have reverted franchise agree- 
ments one year's duration, such those use before 
19201 This change was made evade the regulatory 
force various state laws. About dozen states now 
have laws designed prevent automobile manufacturers 
from abusing their dealers. Manufacturers using these 
one-year agreements simply let the franchises un- 
wanted dealers expire. The possibility law suit 
based faith" cancellation thus eliminated. 


Other automobile manufacturers still use franchise 
agreements indefinite duration. Some these in- 
definite franchises are subject cancellation rela- 
short notice (60 days) ‘with without 
cause"; others list various "causes" which justify 
cellation provided the manufacturer not 


The one-year franchise agreements are also subj ect 
cancellation relatively short notice (90 days) any 
time" the event the manufacturers become 
satisfied" with the performance certain dealers. 
not clear from the decided cases whether these can- 
cellation provisions require the manufacturer show 
"just cause” dealer cancelled. Under the present 
majority rule, probable that such showing re- 
quired the manufacturers. 


How have the courts viewed automobile franchises and 


the various legal relationships that they 


Before 1910 dealers won several major law suits against 
various manufacturers. 1910 the manufacturers intro- 
duced new terminology, and strong line federal 
courts ruled that automobile franchise agreements are 
not legally binding contracts. Until about 1933, however, 
the cases were conflict. Dealers won judgments 


December 1955, announced would extend its 
franchises five years. 
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several important cases. 


Since 1933 the vast majority the cases have been de- 
cided favor the manufacturers. Under the modern 
franchises drawn the manufacturers and inter- 
preted the courts, dealers have virtually legal 
rights. 


Should the courts reappraise the entire area franchise 
agreement law? 


The courts should reappraise franchise law for these 
reasons: 


Franchises, unlike ordinary contracts, are unilater- 
ally promulgated the manufacturers. Once dealers 
have invested, they have practical choice but 
accept any terms imposed the manufacturers. 
Many courts, writers, governmental agencies, and 
even official leading manufacturer have stated 
that the franchises are one-sided and inequitable 
agreements. 


Franchises not fix the future rights the parties. 
The primary purpose the franchises give the 
manufacturers control over their dealers without the 
manufacturers being legally accountable. Control 
without legal responsibility contrary many basic 
principles Anglo-American law. 


Because certain franchise provisions included 
the manufacturers, the courts have classified the 
legal relationship created the franchises that 
vendor-vendee. This classification means that the 
parties deal "arm's good faith re- 
quired. The economic facts indicate that vendor- 
vendee classification not logical one. com- 
pletely new legal classification should formulated 
for relationships this type. 


spite the fact that virtually all modern cases 
have been decided favor the manufacturers, the 
courts are confusion and conflict many basic 
points concerning franchise law. 


What are some the public-interest aspects certain 
issues related automobile franchise 


Over dozen states now have legislation designed 
protect dealers from arbitrary injury their manu- 
facturers. Various manufacturers have times been 
guilty unfair arbitrary conduct towards some 
their dealers. 


Certain provisions franchises have been used 
means effectuating illegal restraints competition. 
Antitrust policy related franchise agreements seems 
inconsistent and illogical some respects. 


Present automobile franchise agreements not give 
dealers legal protection against arbitrary action 
manufacturers. These agreements are susceptible 
uses contrary the public interest. The issues in- 
volved are too complicated solved simply re- 
citing doctrinaire formulae involving freedom con- 
tract. 


LOCATION ANALYSIS FOR SAVINGS AND LOAN 
ASSOCIATIONS 


Fred Kniffin 
Indiana University 


This study attempt define the marketing prob- 
lems savings and loan associations and relate these 
problems the selection location. The savings and 
loan association, concerned principally with the market- 
ing financial services, must continuously adjust mar- 
keting policies with the perplexing questions location. 
with most retailers, the savings and loan associa- 
tion's market potential and convenience customers de- 
pends primarily location. association located 
the downtown area, for example, usually draws cus- 
tomers from all sections the city, while associa- 
tion outlying area markets its services more 
limited territory. Location also influences how manage- 
ment conducts the association's operations. Direction 
lending policies, administration advertising cam- 
paigns, and even selection office hours are affected 
the association's location. Once location chosen, 
the operations association are conducted from this 
place. The management savings and loan associa- 
tion must adopt policies which maximize the advantages 
and minimize the disadvantages location. 


Location analysis for savings and loan associations, then, 
attempt integrate the problems marketing with 
the requirements and methods necessary for more 
efficient location selection. location analysis system 
has been developed upon the basis experience 
savings and loan associations which have changed loca- 
tions. The literature land economics and related 
fields, such retailing, also contributed formulating 
location analysis for savings and loan associations. 
the use basic business research methods and market 
research techniques, location analysis becomes 
rational method aid any decision affecting location. 


Research data were gathered from library sources, 
field interviews, and mail questionnaire. Location 
problems and experiences were obtained field inter- 
views with executives savings and loan associations. 
Managers associations with assets from two million 
dollars over one hundred million dollars cooperated 
the study. Personal interviews association offices 
were confined area the midwest including Indiana 
and extending far east Pennsylvania, far west 
Iowa, far north Michigan, and far south 
Kentucky. addition, managers were contacted 
trade association conferences and other meetings. 
Nearly all the executives interviewed had changed the 
location their established branches, 
were contemplating change home office branch 
location. 


May, 1955, mail questionnaire was sent savings 
and loan associations which had changed location be- 
tween 1949 and 1954. The mailing list was compiled from 
the 1955 Directory Members the United States 
Savings and Loan League. comparison the street 
addresses the 1955 Directory with the 1950 Directory 
revealed that 552 member savings and loan associations 
had changed street addresses during the five-year 
period. Sixty-three per cent, 347 associations, 
forty-three states and the District Columbia returned 
questionnaires. 


decision the objectives and policies associa- 
tion precedes location analysis. For most associations, 
the major policy decision determination whether 
the association will operate from single location 
from two more locations. Unfortunately, there 
little guide management arriving the best de- 
cision, and the objectives the type association 
desired normally provides the best basis for judgment. 
states which prohibit branches, managements have 
alternative multiple locations. Where branches are 
permitted, management must first decide whether 
desires (1) single main office, (2) main office and full 
function branch branches, (3) main office and 
limited function branch branches, (4) combination 
main office and full function limited function 
branches. The risks, type operation, and location 
problems vary with the objectives and with the policies 
for reaching these goals. 


Once this policy decision made, management con- 
siders both the area and the site determining loca- 
tion. Area selection determines the market served 
from the home office branch. Site selection requires 
comparison the characteristics available loca- 
tions affecting the association's operations. 


The process location analysis consists study 
four general problems involved location selection: 
establishing the location needs, analyzing the areas, con- 
sidering area and site alternatives, and analyzing site 
characteristics. 


Establishing the location needs. begin the location 
analysis, statement location needs must first 
prepared. This statement includes listing the ob- 
jectives and policies the savings and loan association 
For example, the means placing mortgage loans, con- 
struction loans, and home improvement loans dictate the 
location needs for lending operations. The scope the 
markets for savings accounts may national, regional, 
local; and the importance each affects the associa- 
tion's location needs. This statement location needs 
turn provides basis for comparison areas for 
home offices and branches. 


Analyzing the areas. The next step location analysis 
calls for analysis alternative areas. This area 
analysis technique for studying the city town, the 
district the city, and the neighborhood, facilitate 
decision alternative areas. The area sets maximum 
limit for potential growth available contacts made 
the offices. Population, incomes, savings habits, and 
competition for savings and loans are few the area 
characteristics studied. The potential for savings 
and loan services may calculated area analysis. 


Considering area and site alternatives. the same 
time the area analysis made, evaluation the 


alternatives within each area undertaken. The urban 
setting poses framework area and site alternatives 
considered selecting location. The choice 
locating downtown outlying area must made. 
addition, the central business district offers pedestrian 
traffic retail sites, automobile traffic periphery sites, 
and financial district sites. Outlying areas include 
string street, neighborhood, subcenter, shopping center, 
and isolated sites. study the advantages and dis- 
advantages different areas and types sites facili- 
tates decision the exact site the office offices 
the urban area. 
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Analyzing site characteristics. complete the location 


analysis comparison the site characteristics alter- 
native locations should undertaken. Site charac- 
teristics include corners, parking facilities, drive-in 
windows, pedestrian traffic, automobile traffic, public 
transportation facilities, and neighboring businesses. 
Analyzing site characteristics aids selecting place 
within general area, such the corner Main and 
High streets. 


While the location problem continuous, decision 
change home office locations made only few times 
the life most associations. Experience shows that 
savings and loan associations are forced decision 
when physical facilities become obviously inadequate. 
Cluttered lobbies, lack sufficient number closing 
rooms, and dearth record-keeping space indicate 
need for more room and can force move new site 
when expansion impossible the present place 
business. With the rapid growth savings and loan as- 
sociations, the problem location becoming more 
acute each year. 


Location analysis can used for determining locations 
for newly chartered associations, for selecting locations 
for existing associations, and for choosing profitable lo- 
cations for branch operations. The system location 
analysis provides rational background which base 
the final location decision. 


LOCATING CONTROLLED REGIONAL 
SHOPPING CENTERS 


Eugene Kelley 
Clark University 


The material reported here based doctoral dis- 
sertation completed New York University June, 1955. 
The dissertation, "Location Controlled Regional 
Shopping Centers," available interlibrary loan from 
the Graduate School Business Administration New 
York University. article, "Retail Structure Urban 
appearing the July, 1955, Traffic Quarterly, 
was drawn from two chapters the dissertation. 
monograph the subject the dissertation pub- 
lished 1956 the Eno Foundation. 


The locational processes used selecting the sites six 
the largest operating and planned controlled regional 
shopping centers the United States were studied. The 
sites considered were these: Shoppers' World, Framing- 
ham, Massachusetts; Cross County, Yonkers, New York; 
Roosevelt Field, Hempstead, New York; Garden State 
Plaza, Paramus, New Jersey; Bergen Hall, Paramus, 
New Jersey; and Northland, Detroit, Michigan. The topic 
the location regional centers was selected for study 
because its timeliness, the existence growth forces 
favoring further development regional shopping centers, 
and the availability body social science literature 
location theory. 


The literature provided basis for comparison location 
theory developed the fields economics, geography, 
and sociology, and the practice actually followed locat- 
ing new type marketing facility. The decision-making 
process the developers was studied through series 
interviews. The dissertation included generalizations 
about regional center site selection and the significance 
the regional center movement marketing theory. 
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conceptual scheme was developed the dissertation 
for analyzing the dynamic retail structure the metro- 
politan economy and for placing the controlled regional 
shopping center the structure. Retail structure 
summarized the following outline: 


Central business district. 
Inner core 
Inner belt 
Outer belt 
Main business thoroughfares (string streets) 
Secondary commercial subdistricts (unplanned) 
Neighborhood 
Community district 
Suburban outer 
3'.Controlled secondary commercial subcenters 
a'. Neighborhood 
b'. Community district 
c'. Suburban outer 
Neighborhood business streets 
clusters and scattered individual stores 


Controlled regional shopping centers 


Locating Regional Centers 


The ideal regional center site the one from which the 
largest number automotive customers trade area 
can served the minimum transfer costs. Con- 
sumer transfer costs include not only money costs but 
the expenditure time and physical and nervous energy 
that must made purchase goods. locating market- 
oriented facilities, the ideal choose site close 
possible the scarcest factor, the factor having 
limited mobility the customer. 


believed the choice site which transfer costs 
will minimized for the largest number automotive 
customers will facilitated using the following 
factors criteria site selection. The factors are 
classified either regional site factors. Regional 
factors are those population, purchasing power, growth, 
and competition. The site factors are access, traffic, 
size, expansion, parking, cost, terrain, and utilities. 


Regional Factors 


Population:--Regional centers are best located con- 
centrated residential populations outlying sections 
large metropolitan areas. Ordinarily minimum 
500,000 people should reside within thirty minutes' 
driving time the site. 


Purchasing Power:-- Regional centers should located 
area only after analysis the purchasing power 
and stability income and expenditures residents 
indicates the trade area sufficient support regional 


7 
q 


center the size contemplated. 


Growth:--The section most rapid population growth and 
probable future expansion within the metropolitan area 
normally the most promising sectional choice for suit- 
able regional center site. 


Competition:-- The location competition affects 
potential sites should investigated both quantitatively 
and qualitatively. regional center should located 
area only when proof exists that operating and planned 
retail facilities are inadequate. 


Site Factors 


Access:--A regional center site should easily ac- 
cessible automotive traffic. The site should 
prominent location and should served system 
primary and secondary roads, offering convenient, safe, 
and free-flowing means access and egress. 


Traffic:--Sufficient road capacity should available 
handle existing traffic around the site, traffic likely 
produced future expansion the area, and traffic 
created the additional vehicular activity the center will 
generate. 


Size: --The site should large enough provide the de- 
sired amount store and service facilities; there should 
parking-space-to-floor-space ratio least three 
one and preferably four one. Sufficient land should 
acquired serve buffer and possible expansion 
area. With regional centers these specifications usually 
require minimum site fifty acres. 


Expansion:--Provision should made the earliest 
planning stages for expansion after the center estab- 
lished. The developers should attempt build with ex- 
pansion provisions for five-and ten-year periods ahead. 
Excess space can used for landscaping and recreational 
purposes until needed for commercial use. Provision for 
expansion may necessary hold planned position 
the event increase population and trade after the 
center opens. the center cannot expand needed, 

other shopping facilities will develop the area pioneered 
the first center. 


Parking:-- The tract should size and shape pro- 
vide parking least three-to-one ratio parking 
store space. Shoppers should not have walk more than 
four hundred feet from their automobiles the nearest 
store. The ideal ratio parking store space increases 
with the size the center. 


cost acquiring the site, preparing for 
construction, and any extraordinary maintenance costs 
must carefully measured and considered. general, 
land costs are not economized upon the expense 
losing premium site. 


Terrain:--The terrain should thoroughly examined 
architects and engineers advance purchase as- 
certain conditions which might affect the locational de- 
cision. general, level ground and solid earth represent 
the preferred terrain conditions. 


Utilities:--Utilities should available the site the 
time acquisition the time completion the 
center. Regional centers will ordinarily maintain some 
their own utility services; but power, water, and sewage 
facilities should available the property line. 


These factors were incorporated site-ranking chart 
designed serve tool site selection. ideal 
pattern site selection for regional centers was pre- 
sented. The pattern was effect summary the best 
location techniques discovered this research. 


Ceneral Conclusions 


Some general conclusions pertinent site selection de- 
cisions are summarized follows: 


The CRSC movement growth state. The number 
and importance regional centers likely increase, 
but the central business district will continue dominate 
retail trade most metropolitan areas. 


Regionally, the most promising locations for CRSC are 
concentrated the quadrants greatest suburban popu- 
lation growth the major metropolitan areas. 


The controlled center movement raises questions in- 
terest concerning the importance the spatial aspects 
marketing. The greatest amount marketing mana- 
gerial time, energy, and imagination have been focused 
upon the product and its promotion. Yet possession 
utilities can created only when time and place factors 
are manipulated properly. 


Marketing discipline the study the temporal, 
spatial, and possessory forces influencing economic trans- 
actions, and the interacting efforts and responses 
traders (buyers and sellers) the market attempting 
satisfy wants. 


Marketing art the manipulation temporal, 
spatial, and possessory forces the market achieve 
objective management. The forces may initiated 
either buyers sellers attempting adapt spatially, 
temporally, possessively each other. 


Perhaps these definitions marketing will stimulate dis- 
cussions the significance spatial and temporal forces 
marketing transactions. From such discussions may 
evolve theory marketing location that will contribute 
understanding and control the forces molding mar- 
kets. 


INQUIRY INTO THE NATURE AND FUNCTION 
STRING RETAIL DEVELOPMENT: 
Case Study Colfax Avenue, Denver, Colorado 


Paul Merry 
University Denver 


East Colfax Avenue constitutes one half the principal 
eastwest thoroughfare through Denver, Colorado. Ex- 
tending distance approximately 5-1/4 miles through 

Broadway near the central business district. the city 
limits Yosemite Street, serves travel route for 
local residents seeking access and from the eastern 
portion the city and route for traveler 
using transcontinental United States highway 40. Both sides 
the avenue are devoted almost entirely retail use. 
Because such retail activity strung out along single 
street, East Colfax Avenue comprises what commonly 
regarded string retail development. 


The purpose this investigation ascertain, through 
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systematic study the interests pure research, the 
nature and the function the retail development East 
Colfax Avenue. Nature examined terms number, 
ground area, and location retail facilities within the 
development; function examined terms con- 
sumers served the development and types goods and 
services offered. Examination further made inter- 
relationships nature and function effort explain 
the existence the development, and certain its 
characteristics. While the analysis makes some use 
historical data, the study focuses mainly upon the year 
1951. 


With reference nature, the development contains 553 
establishments variously distributed among kinds 
facilities. The importance each kind facility de- 
termined the basis numerical representation and 
square feet ground area occupied. The analysis 
locational characteristics facilities focused upon 

(1) the comparative structure the north and south sides 
the development, (2) the extent the tendency for prin- 
cipal kinds facilities located corners blocks 
"within" blocks the development, (3) the extent 
evenness unevenness the spatial distribution prin- 
cipal kinds facilities within the development, and (4) 
the extent the tendency for establishments located 
either high low density areas, well for given 
kinds facilities located within outside such 
areas. 


With reference function, volume, nature and sources 
vehicular traffic and crossing East Colfax Avenue are 
analyzed. addition, size and characteristics popula- 
tion residing neighborhoods abutting the avenue are 
analyzed. Each kind facility further classified ac- 
cording type commodity offered for sale, whether 
goods services; types goods and services offered 
for sale with reference major categories use, 
whether automotive, clothing, food, house-needs, liquor 
personal care, miscellaneous goods and services; and 
types goods and services offered for sale with refer- 
ence manner purchase the consumer, whether 
convenience, service shopping, fashion shopping, 
specialty. 


Deductive methods analysis are used the treatment 
interrelationships nature and function. Historical 
data circumstances leading the transformation 
East Colfax Avenue from residential development into 
retail development throw light its raison d'etre. 
The role consumers' wants the structuring the 
development evidenced interrelationships nature 
and function, with respect both the general character- 
istics the development and the location facilities 
within it. 


MARKETING POLICY DETERMINATION MAJOR 
FIRM CAPITAL GOODS INDUSTRY; CASE 
STUDY BUCYRUS-ERIE COMPANY, 1880-1954 


Kenneth Myers 
Northwestern University 


This study concerns the marketing policies outstand- 
ing manufacturer excavating machinery, especially 
power shovels and draglines. The central theme pro- 
vided the propositions that recurring patterns ad- 
justment marketing policy will occur response (a) 
fluctuations the general level business activity and 
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(b) the technological obsolescence its products. 


The study uses the historical method: analysis past 
marketing policies, the changes these policies, and the 
effects the the context particular 
time periods. The author had full access company re- 
cords, correspondence, and personnel over period 
three years result doing the research for this 
study concurrently with the research and writing 
Company history: Williamson and Myers II, 
Designed for Digging (Evanston: Northwestern University 
Press, 1955). 


The introductory chapter describes the problem, scope, 
contribution, sources, relevant literature, and method. 
Next, chapter describing the Company, its products, 
the industries which part, and the markets which 
serves the mid-1950's. The third chapter con- 
cerns the Bucyrus Company and its predecessors (1880- 
1927) and outlines the companies involved, their products, 
the industries which they were part, the markets 
which they served, and the adjustments made marketing 
policy response economic disturbances and the 
technological obsolescence their products. The next 
two chapters the same for the Erie Steam Shovel Com- 
pany and its predecessors (1883-1927) and for the Bucyrus- 
Erie Company (1928-1954). The sixth chapter discusses 
certain critical aspects marketing policies for the 
various managements involved: concept markets, con- 
cept product line, concept marketing strategy. The 
seventh and final chapter summarizes the findings res- 
pect recurrent patterns response. Certain changes 
organization and marketing policy are also suggested 
being likely result more favorable adjustment 
future economic disturbance and technological ob- 
solescence than has been exhibited the past. 


One the findings the study that certain recurrent 
responses economic disturbance have occurred, mainly 
respect variable prices, trade-ins, credit, delivery, 
variety standard products, and addition new product 
categories. Another finding that the company followed 
practice waiting" and relying upon for- 
tuitous purchases new product developments keep 
abreast technological change. result, the Com- 
pany's growth did not keep pace with the machinery re- 
quirements its major customer groups. The probable 
causes this pattern are indicated, and corrective 
measures are suggested. 


Several tentative generalizations are derived from the 
study. Those that relate marketing policies innovation 
are among the most significant: 


The Relation Innovation Market Position 


While capital goods producer may survive for long 
periods without record innovation, not likely 
expand his market share under such circumstances. 
Moreover, firm which consistently relies upon fortui- 
tous acquisitions adaptations the innovations 
others virtually certain lose market standing 
period rapid technological change. 


The Relation Innovation Market Objectives 


The definition firm's market objectives has pro- 
found effect upon its ability stay abreast changes 
the requirements the market. For example, the pro- 
duct-oriented firm will attempt define its objectives 
terms narrow product line, such power shovels and 


draglines. The market-oriented firm will define its ob- 
jectives terms general categories end uses, such 
machines build roads, machines extract and 
transport earth, machines process earth. Because 
its limited outlook, the product-oriented firm will tend 
lag adjusting changes product technology and dis- 
tribution methods and lose market position. The 
market-oriented firm will tend stay abreast even 


lead product and market development. 


This paper has illustrated the use the historical method 

the study marketing policy, has indicated the types 

conclusions that may drawn from such studies, and 

has suggested the advantage combining marketing re- 
search with other disciplines such economic and busi- 
ness history. 
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